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 ABSTRAK 
 
In hierdie periode wat volg op die land se merkwaardige politieke 
transformasie sedert die eerste nie-rassige demokratiese verkiessings 
in April 1994, moet Suid-Afrikaanse besighede beide onvoorsiene 
bedreiginge en uitdagings die hoof kan bied (Krüger, 1997: 138). 
 
Die doel van hierdie verhandeling is daarom, om te verstaan oor watter 
kernvaardighede ’n Suid-Afrikaanse motorvervaardiger moet beskik om 
te kan oorleef in hiedie tyd wat enersyds gekenmerk word deur ‘n 
afname in beskerming en ‘n toename in kompetisie. 
 
In hierdie geskrif word daarom geredeneer dat daardie organisasies wat 
met die bestes in die wêreld wil kompeteer, die beginsels van 
skraalvervaardiging (lean manufacturing) sal moet aanneem en toepas. 
Hierdie geskrif fokus derhalwe op die kern vaardighede van ‘n 
organisasie en hoe ‘n organisasie hierdie vaardighede identifiseer en 
benut om ‘n skraalvervaardigings onderneming te kan wees. 
 
Die kwalitatiewe navorsings metode is geïdentifiseer as mees 
toepaslike vir hierdie studie. By die versameling van inligting is twee 
metodes gebruik, dit is onderhoude met senior- en middlebestuur, en ‘n 
gedtailleerde literêre bestudeurning van die onderwerp. Onderhoude 
met Seniorbestuur was gemik op die identifisering van wat hulle beskou 
as kernvaardighede wat ‘n motorvervaardiger moet hê om ‘n wêreldklas 
skraalvervaardigings onderneming te wees. Die literêre studie was die 
basis om hierdie begrippe, kernvaardighede en skraalvervaardiging te 
verstaan. Verder is ‘n tweede rondte onderhoude met Middelbestuur 
gevoer om helderheid te verkry omtrent die veronderstelde rol van die 
middelbestuur in die geselekteerde organisasie se strewe om ‘n 
skraalvervaardigings onderneming te wees. 
  
Die gevolgtrekking word gemaak dat organisasies wat wil oorleef, hul 
kernvaardighede moet kan identifiseer en evalueer. In die organisasie 
se doelwitte om ‘n skraalvervaardigings onderneming te wees – waar 
alle vorme van aktiwiteite wat nie waarde toevoeg nie, geïllimineer word 
– moet hierdie vaardighede òf ontwikkel, òf verwerp word.  
 
Die programme of projekte wat die geselekteerde organisasie geloods 
het, is hoofsaaklik van bo na onder gedryf, met Middelbestuur sentraal 
geplaas en met weerstand afkomstig van die laer vlakke binne die 
organisasie. Middelbestuur behoort daarom die nodige vaardighede en 
ondersteuning te kry om nie net hierdie weerstand te oorkom nie, maar 
ook die maatskappy te help om gladde transformasie oorskakelings te 
maak. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 ABSTRACT 
 
South African businesses are facing unforeseen opportunities and 
threats following the country’s remarkable political transformation that 
culminated in its first non-racial, democratic elections in April 1994 
(Krüger, 1997: 138).  
 
The objective of this paper was to understand what core competences 
a South African motor vehicle assembler requires to survive this era of 
declining protectionism and increasing competition. 
 
It is argued in this paper that organisations that want to compete with 
the best in the world market needs to adopt lean manufacturing 
principles. This paper is concerned with the core competences of an 
organisation and how an organisation identifies and utilises these in 
order to become a lean enterprise. 
 
The qualitative research method was identified as the most appropriate 
for the study. Two methods of data collection were used i.e. interviews 
with senior and middle management and a detailed literary study on the 
subject. The senior management interviews were aimed at identifying 
what they perceived to be the core competences a motor vehicle 
assembler requires in order to be a world-class lean manufacturing 
enterprise. The literary study was the base for the understanding of core 
competence and lean manufacturing. Finally, a second round of 
interviews with middle management was conducted to obtain clarity on 
the perceived role of middle management in the selected organisation’s 
quest to be a lean manufacturing concern.  
 
 This paper concludes that if an organisation wants to survive it needs to 
identify and assess its core competences. These competences need to 
be developed or discarded in the organisation’s aims to be a lean 
manufacturing enterprise by eliminating all forms of non-value added 
activity.  
 
The programmes or projects that the selected organisation embarked 
on were primarily driven from the top down, placing middle 
management in the centre with the resistance coming from the lower 
levels in the organisation. Middle management should be given the 
necessary tools to overcome the resistance and assist the company to 
make smooth transitions. 
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 CHAPTER 1 
 
INTRODUCTION, PROBLEM STATEMENT AND STRUCTURING OF 
STUDY
 
 
1.1 INTRODUCTION 
 
This study concerns the nature of an important strategy used by a 
South African motor vehicle assembler and the terms of implementation 
at middle management level. In this chapter the problem investigated is 
first discussed followed by the significance and objectives of the study, 
the research methodology used and the structure of the treatise. 
 
 
1.2 PROBLEM STATEMENT 
 
The problems that were identified were as follows: 
 
1.2.1 Main problem statement 
 
The South African motor vehicle assembly industry developed largely in 
an era of protectionism. As the economy since the beginning of the 
eighties steadily opened up to the rigours of the world economy, the 
domestic motor vehicle assembly industry had to adapt rapidly to 
change. Some of the firms in this industry showed distinct signs of doing 
so; others, for various reasons, still had to face up to the challenges 
ahead (Henry, 1998: 17). 
 
The motor vehicle assembly industry world-wide is technically one of 
the most competitive and sophisticated industries. Motor vehicle 
assembly industries are on the leading edge when it comes to 
developing new techniques to find better and improved ways to build 
 cars, this in an effort to make them more affordable and with better 
perceived quality than their competitors. Peter Drucker referred to this 
industry as the “industry of industries” (Womack, Jones and Roos, 
1990: 11). 
 
In an effort to cope with the challenges that had been brought about by 
a more open economy, South African motor vehicle assemblers 
reverted to various strategies and actions. One of these was lean 
manufacturing, which in essence boiled down to setting sights explicitly 
on perfection: continually declining costs, zero defects, zero inventories, 
and endless product variety. 
 
Whatever strategy is used to achieve competitive advantage in the form 
of core competence, it can be argued that all levels of management, in 
particular middle management, should be fully supportive of such 
strategy. This leads to the question which also constitutes the main 
problem of this study: To what extent does a strategy of lean 
manufacturing contribute towards a motor manufacturer achieving core 
competence and what is the role of middle management in this regard? 
 
1.2.2 Sub-problems 
 
Chairs, telephones, furniture and equipment do not make an 
organisation. It is the people and the corporate culture in which they 
interact with one another that form the base of its existence. This culture 
of a lean manufacturing organisation and people interaction - especially 
that of middle management – formed the basis of the sub problems that 
were formulated in order to solve the main problem: 
 
 
 
 • How does a manufacturing firm achieve its core competence? 
 
• What is the nature of a strategy of lean manufacturing? 
 
• How do the middle managers perceive a lean manufacturing strategy 
if used for achieving core competence? 
 
 
To be able to achieve world class status, the organisation has to 
improve continuously.  Some of these improvements come in the form 
of projects or programmes.  This leads to a further question: 
  
• To what extent can a lean manufacturing strategy be seen as long 
lasting? 
 
1.3 OBJECTIVES OF THE STUDY 
  
 
The objectives of this study are as follows: 
 
• To put the issue of attaining core competence in an appropriate 
context. 
 
• To consider the nature and characteristics of lean manufacturing as 
an element of a strategic architecture. 
 
• To evaluate and reach a conclusion on lean manufacturing as a 
selected firm’s strategy to achieve core competence and the role that 
middle management has in this respect. 
 1.4 DELIMITATION OF THE RESEARCH 
 
This research is limited to a specific motor vehicle assembler in the 
Province of the Eastern Cape, specific views of selected employees of 
the firm in the third and fourth month of 1999 and the specific 
environmental and market conditions that dominated the South African 
motor vehicle assembly industry at that time. 
 
In this paper reference is made to the terms world-class organisations 
and lean organisations. An organisation is world-class when it is among 
the best in its class. A lean organisation is one that has reduced all 
levels of waste to a minimum in order to be the best in its class. 
 
 
1.5 THE SIGNIFICANCE OF THE RESEARCH 
 
According to Joubert (1995: 24), research by the World Bank has 
revealed that the outward-orientated economies of Japan, Singapore, 
Hong Kong, Taiwan and South Korea are extremely competent in: 
 
• technology transfer and diffusion 
• world class manufacture and export trading 
• productive investment 
• education 
• people development, and 
• domestic savings. 
 
In more recent times the economies of Malaysia, Thailand, Indonesia 
and China have demonstrated similar performances using similar 
economic drives. This indicates that these developing countries are 
 focusing their development activities on core competences that will 
propel them towards being the benchmark for other countries to follow. 
 
Hayes and Pisano  (1994: 78) argue that the key to long-term success 
is being able to do certain things better than your competitors can. 
These superior organisational capabilities provide a competitive 
advantage that is much more sustainable than one based on something 
that can be built or bought.  A person may be able to buy access to a 
certain technology, for example, but the human effort or ability to, first of 
all, produce it effectively, then sell it effectively, and then show the 
commitment to improve continuously over time, is where the real 
advantage lies.  
 
Most First World countries are working towards achieving world-class 
manufacturing status. Numerous companies around the world have 
embarked upon this journey. It should be understood, however, that the 
improvement programmes that form part of the quest toward being a 
world-class manufacturer are not a case of “one size fits all”.  Many 
examples can be found of companies which have latched on to a new 
“buzz word concept” or project approach from Japan.  Based on the 
researcher’s experience this practice can be questioned. This research 
project will therefore try to define this “world class syndrome” more 
clearly. 
 
The role of the motor vehicle assembly industry within the macro 
economy of the world is emphasised by the definition of automotive 
industry.   
 
“It is the business of producing and selling self-powered vehicles, 
including passenger cars, trucks, farm equipment, and other 
commercial vehicles. By allowing consumers to commute long 
 distances for work, shopping, and entertainment, the auto 
industry has encouraged the development of an extensive road 
system, made possible the growth of suburbs and shopping 
centers around major cities, and played a key role in the growth 
of ancillary industries, such as the oil and travel businesses. The 
auto industry has become one of the largest purchasers of many 
key industrial products, such as steel. The large number of 
people the industry employs has made it a key determinant of 
economic growth.” (http:// looksmart.infoplease.com).  
 
In the turbulent environment of the motor vehicle assembly industry, the 
goal of strategy becomes strategic flexibility. “Being world-class is not 
enough; a company also has to have the capability to switch gears” 
(Hayes and Pisano, 1994: 78). In reality, the project goals are set at the 
early stages when the finances are approved to start the project.  These 
goals usually expect that everyone in the organisation needs to re-align 
towards achieving them, and are normally enforced by senior 
management via middle management in the form of key performance 
indicators.  
 
Middle managers are the mouthpiece for the plans and project goals of 
directors and senior management.  Their attitude towards a proposal 
will have a large impact on the operators.  If senior managers do not 
make sure that these layers of management which have direct day-to-
day contact with the operators are enthusiastic, the proposed changes 
will be stillborn. The old saying that ‘enthusiasm rubs off on people like 
pollen onto bees’ should be applicable to all stakeholders. CIBA chief 
operating officer Heini Luppuner had the following to say about the 
importance of having middle management positively involved in the 
programmes: “We have a layer of clay that prevents anything going 
 either way - up or down.  That layer is middle management.” 
(Clutterbuck and Kernaghan, 1994: 108).  
 
Figure 1.1  THE MIDDLE MANAGEMENT MAZE 
 
 
 
 
 
 
 
 
 
 
 
Source: Author’s own construction. 
 
If middle management does not communicate project goals and assist 
with the co-ordinated change management, many employees in an 
organisation feel uneasy at leaving a “safe place to leap toward another 
that is uncertain” (Felkins, Chakiris and Chakiris, 1993: 15).  Employees 
tend to resist any form of change imposed if they are not beneficially 
affected by the change. Middle management needs to be prepared to 
handle this resistance to change.  (See figure 1.1). 
 
Change imposed by competition and diversity, and the desire of 
organisations to become more customer-orientated and quality-driven, 
may require an adjustment of cultural norms and practices at the 
informal level (Felkins et al, 1993: 15).  Senior management applies 
pressure to ensure that the perceived benefits that were talked about in 
the beginning are met.  At this point the middle manager is caught 
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 between the demands that he needs to perform for his seniors and his 
need to stay credible for his juniors. 
 
It is argued that the study of core competences and the role that middle 
management have to play in an organisation’s quest of becoming a lean 
organisation can be extremely beneficial to the organisation. 
 
1.6 RESEARCH METHODOLOGY 
 
Two basic methods of gathering data were used in this study, i.e. 
consultation of secondary resources and conducting interviews with 
selected senior and middle managers at motor vehicle assembler. 
 
Five types of secondary sources were consulted: 
 
(i) Relevant or related research in the form of theses (Radder 1997; 
Van Biljon 1998; Williams 1995). 
(ii) Reports and articles that are based on previous research projects 
(Maccoby 1997; Krüger 1997; Kachellek 1998). 
(iii) Text books on strategic and functional management (Johson and 
Scholes 1999; Rowe, Mason, Dickel, Mann and Mockler 1994; 
Thompson and Strickland 1996). 
(iv) Unpublished internal documents of the motor vehicle assembler 
selected for this study (Delta Data; the Delta Production System). 
(v) Data obtained from the Internet (http:// looksmart.infoplease.com 
/ce5/ce003767.html; http://www.jboyett.com/ managing1.html). 
 
Conducting interviews 
 
A choice had to be made between two methods of empirical research, 
i.e. quantitative and qualitative research. Van Biljon (1998: 37) states 
 that all research methods can be placed somewhere between pure 
qualitative and pure quantitative, and it should be stated whether a 
research project is more qualitative or quantitative.  Radder (1997: 25) 
considers the difference between the qualitative and quantitative 
method of research and comes to the following conclusion: 
 
Quantitative research describes phenomena in terms of finite numbers 
e.g. 50 percent of the population smoke. There is an objective truth 
existing in the world that can be revealed through the scientific method 
where the focus is on systematically and statistically measuring the 
relationship between variables. 
 
Qualitative research, being more concerned with emergent themes and 
ideographic descriptions, is also less driven by very specific hypotheses 
and categorical frameworks. 
 
Radder (1997: 25-26).notes that the qualitative research methodology, 
as applied in business studies, is based on a number of key principles. 
 
• The objective to understand, rather than prove, predict or control. 
• Having the researcher himself/herself as the main instrument of data 
collection. 
• An emphasis on analytic induction, i.e. building an understanding 
from the ground up. 
• A recognition that the search for understanding is heavily value-
laden. 
• A focus on interpretation rather than on quantification. 
• An emphasis on subjectivity rather than objectivity. 
• Flexibility in the process of conducting the research. 
• An orientation toward process rather than outcome. 
 • A concern with context – regarding behaviour and situation as 
inextricably linked in forming experience.  
 
The reason for selecting the qualitative method as a methodology for 
this study was based on the criteria that Radder (1997: 27) prescribes, 
namely: 
 
• The degree to which the method would allow the research 
question(s) to be answered. 
• Current state of knowledge on the problem. 
• The degree to which the variables involved can be manipulated and 
measured in a controlled way. 
• The nature of the data, i.e. qualitative when it is verbal.  
 
It became evident to the author at the formulation of the problem 
statement and identification of sub problems that it would be very 
difficult to measure all the variables that would be involved. Because the 
nature of the information that is required is verbal, the information is in 
the minds of people, the selection of the qualitative methodology 
appeared to be the only option.  
 
The selection of a most appropriate qualitative research method was 
done by following the guidelines that Van Biljon (1998: 31) derived from 
Yin. He also indicates that the decision depends on the following three 
conditions: 
 
• The type of research questions asked; 
• The extent of control an investigator has over actual behavioural 
events; 
• The degree of focus on concurrent as opposed to historical 
events (Van Biljon, 1998: 43). 
  
The researcher has been working for a year in the Strategic Planning 
department of the selected organisation, where competitor analysis and 
key performance measure analysis are daily functions. The researcher 
himself is classified as middle management.  For these reasons, 
reliance is also placed on practical experience in the field. Therefore, if 
no references are shown in this report, the information given or 
discussed, is based on the knowledge gained through the personal 
experience of the researcher and his access to unpublished internal 
documents. 
 
As a result of the above, the study was conducted in two stages in order 
to answer the questions asked earlier in this chapter. 
       
The senior management interviews 
 
In a pilot study 5 senior managers were interviewed to obtain an in-
depth understanding through their answers of what the key strategic 
challenges are for a motor vehicle assembler in the new South Africa. 
The author arranged the interviews telephonically and gave the 
respondents five days to prepare before the meetings were conducted. 
All the interviews lasted thirty minutes and were conducted over a two-
day period. Senior managers were asked to prepare answers to the 
question: “What does a specific motor vehicle assembler need in its 
strategic tool bag in order to survive the next decade?”  (See Annexure 
A) The five individuals that were interviewed have a combined motor 
industry experience of more than 170 years. They are regarded as the 
strategic thinkers within the different departments. The author took 
notes during the interviews. These notes from the interviews were 
afterwards screened for common ideas. Group headings were 
formulated and on completion of all five interviews the data were 
 arranged into these groups. The group headings that are discussed in 
Chapter 4 are therefore: alliance with an overseas partner; supplier 
development; labour stability; and customer service etc.  
 
The middle management interviews 
 
A group of twenty middle managers was selected to enable the 
researcher to obtain a good understanding of the viewpoint of this group 
regarding the following question: “What is middle management’s role 
with regards to the organisation’s strategic objective to be a lean 
organisation?” (See Annexure A) The sample represents the same 
functional areas as that of the senior managers that were interviewed. 
This was done to avoid obtaining the views from senior management in, 
for example, the Human Resources department and then conducting 
interviews with the middle management in the Production Department. 
The author arranged the interviews telephonically and gave the 
respondents five days to prepare before the meetings were conducted. 
All the interviews lasted fifteen minutes and were conducted over a five-
day period. The author took notes during the interviews. These notes 
from the interviews were afterwards screened for common ideas. Group 
headings were formulated and on completion of all twenty interviews the 
data was arranged into these groups. The group headings that are 
discussed in Chapter 5 are therefore: communicators; trainers; change 
agents; continuous improvement facilitators; etc. 
 
Middle management was defined as the three salaried grade scales 
below management. 
 
 
 1.7 STRUCTURE OF THE REPORT 
 
In Chapter 1 the aim was to identify the problems that will be evaluated 
in this paper and to set objectives for the research. A discussion of the 
significance of this particular research was followed by a discussion of 
the different methods that were used to collect data. In this paper a 
decision was made on the basis of guidelines suggested by Radder 
(1997) and Van Biljon (1998) that the qualitative method of research fits 
this study the best. 
 
In Chapter 2 the researcher will focus on the core competences within 
an organisation, as well as studying the strategic manufacturing 
priorities and what the role of outsourcing and supply chain 
management is in this regard. Concluding the chapter, the strategic 
architecture as a framework for core competence is discussed. 
 
In Chapter 3 the concept of lean manufacturing as a strategy is 
discussed, followed by an analysis of why it failed in some plants. In this 
chapter the principles, characteristics and a way of measuring the 
organisation’s closeness towards being a lean manufacturing enterprise 
as a strategy is discussed. Concluding the chapter an analysis of why 
lean manufacturing fails in some plants is made. 
 
In Chapter 4 the aim is to identify the core competences for a specific 
motor vehicle assembler in South Africa. Interviews with senior 
management were used to determine these. Within the South African 
automotive industry the external environment plays a vital role. The 
main pivot in this area is legislative barriers set by the government. This 
is discussed in section 4.3 of this chapter. In the second part of the 
chapter (section 4.5) a summary is given of some of the improvement 
programmes that the company has undertaken in its quest to control 
 and utilise competences in an optimum manner in the drive towards 
being a lean enterprise. 
 
In Chapter 5 the focus will move to the most important “link” within the 
“human ware”, that is the link that middle management form between 
senior management and the operators on the shop floor. This paper will 
aim to establish what the middle managers perceive as their role in 
influencing the company’s quest to become a lean enterprise. 
 
In the concluding chapter of this paper, an evaluation is made of the 
strategy of lean manufacturing in contributing towards a motor 
manufacturer achieving core competence and the role of middle 
management in this regard. This paper used Johnson and Scholes’s 
(1993: 245) recommendation that a strategy can be evaluated in terms 
of three criteria: suitability; feasibility; and acceptability. 
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 CHAPTER 2 
 
THE CONCEPT OF CORE COMPETENCE 
 
2.1 INTRODUCTION 
 
 
In this chapter the researcher will focus on the core competences within 
an organisation, define strategic manufacturing priorities and identify the 
role of outsourcing and supply chain management in this regard. 
Concluding the chapter the strategic architecture as a framework for 
core competence is discussed.  
 
 
2.2 DEFINITION OF CORE COMPETENCES 
 
 
Johnson and Scholes (1999: 160) define core competence as “those 
competences which critically underpin the organisation’s competitive 
advantage.”  Thompson and Strickland (1996: 42) write that core 
competence is the “basis for competitive advantage because it 
represents specialised expertise that rivals don’t have and cannot 
readily match”.  Quinn and Hilmer (1994: 4) state that the word “core” 
equals “key” or “critical” and go on to say  “that it will provide the firm’s 
uniqueness, competitive edge, and basis of value creation for the 
future”. Grundy (1994: 40) defines competitive advantage as follows: 
 
“Competitive advantage is how a business competes so that it 
generates more value for its customers than its key competitors, or 
generates similar value at less cost or in less time.” 
 
 It is argued in this paper that an organisation’s relative competitive 
position will be determined by the rate at which it generates cash.  The 
simplest way of measuring relative competitive position is by looking at 
the relative market share.  This is determined by taking the specific 
organisation’s market share in a segment and dividing it by the biggest 
competitor in that segment.  Only the market leader will have a relative 
market share of one.  The other competitors will enjoy lower profitability 
and cash generation than the market leader. 
 
This paper’s summary of the above is that core competence represents 
those actions that are deemed critical in the market in which the 
organisation has developed a competent method of operating, and 
which will be difficult for competitors to imitate.  
 
 
2.3 COMPETENCES AS THE ROOTS OF COMPETITIVENESS 
 
Prahalad and Hamel (1990) identified four roots of competence: 
 
• The collective learning in an organisation, especially how to co-
ordinate diverse production skills and integrate multiple streams of 
technology; 
• The way work is organised and value delivered; 
• The way people communicate, and are involved in and work across 
organisational boundaries; and 
• Experience in applying and sharing competences and thereby 
enhancing the collective competence. 
 
Figure 2.1 depicts how Prahalad and Hamel (1990) see a diversified 
firm. It is like a large tree. The trunk and major limbs are the core 
 products, the smaller branches are the business units; the leaves, 
flowers, and fruit are the products. The root system that provides 
nourishment, sustenance and stability is the core competence. One can 
miss the strength of competitors by looking only at their end products, in 
the same way one misses the strength of a tree if one looks only at its 
leaves. 
 
 
 
Figure 2.1:  COMPETENCES AS THE ROOTS OF 
COMPETITIVENESS 
 
 
 
 
 
 
 
 
 
 
 
 
Source:  Adapted from Prahalad and Hamel (1990) 
 
Johnson and Scholes (1999: 160) use the example of grocery retailing 
where small shops have to compete with large supermarkets. Here the 
threshold for competence of all shops is made up of purchasing, 
stocking and display.  However, the major supermarkets focus on 
securing lower cost supplies, merchandising and managing in-store 
activities more efficiently. The smaller shops focus on convenience and 
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 service e.g. longer hours, open before breakfast, home deliveries and 
informal credit. But these competences can be of a short-term nature. 
“Consequently, long-term competitive advantage needs to be secured 
by continuously shifting the ground of competition” (Johnson and 
Scholes, 1999: 161). 
 
These changes in the rules of the game are evident in the motor vehicle 
industry in the way that the core competences changed over time: 
 
• During the 1950’s and 1960’s, the core competence was the market 
access led by General Motors and Ford. 
• By the mid 1970’s, it was quality and reliability led by the Japanese. 
• By the mid 1980’s Ford and the Japanese manufacturers were 
ahead of the European manufacturers in maintaining global 
networks. 
• In the 1990’s it was the uniqueness of the product that counted. 
• In the late 1990’s unique product designs at low volumes became 
critical success factors, underpinned by core competences in 
lifestyle niche marketing (Johnson and Scholes, 1999: 161). 
 
By definition core competences are ‘those things” that one does, that 
make one better than the competitors. Johnson & Scholes (1999: 163) 
highlighted the following criteria that will assist in identifying core 
competences: 
 
• Provide value for the buyer; 
• Difficult for the competitors to imitate; 
• It must be rare;  
• Complex, consisting of linked factors; or 
• Hidden in the organisational practice.   
 
 The identification and constant review of the competences is important. 
Quinn and Hilmer (1994: 4) suggest that the management in an 
organisation should determine its core competence, and what is 
required to perform in such a way that it produces shareholder value in 
a unique manner.  Those actions that fall outside the “scope” of core 
competence should be considered for potential outsourcing.  
Outsourcing as a source for core competence is discussed in more 
detail in section 2.6 of this chapter.  
 
 Hayes and Pisano (1994: 80) write that the Japanese started in the 
1970’s to attack the world markets with fury. They made the same 
products and marketed it the same way as their Western peers.  “What 
made these products attractive was not only their costs but also their 
low incidence of defects, their reliability and durability”. With the 
success that the Japanese had after World War 2 in the world market, it 
was clear that they caught the rest of the world sleeping with the core 
competence that they had identified and developed. 
 
In Chapter 3 an evaluation is undertaken to compare the rosy picture of 
lean manufacturing in Japan and why it did not work in some instances 
in the Western world.  One of the main differences was that of “human 
ware”.  If an organisation does not cultivate a culture of continuous 
improvement as a core competence it will not succeed.  To be able to 
improve in a way that outperforms a firm’s competitors, the organisation 
needs people that can make a difference. Manning (1999: 1) wrote, “If 
you don’t make a difference you don’t matter.”  
 
If an organisation is successful in its continuous improvement initiatives 
to bring about new capabilities and competences, these can be 
developed to become core and provide the organisation with greater 
competitiveness. 
 2.4 THE VALUE CHAIN AS A SOURCE OF CORE COMPETENCE 
 
In only a few instances can it be recalled that the actual end product or 
service rendered provides a sustainable competitive advantage.  These 
can too easily be cloned by the competitors: “…a company’s 
competitive edge is usually grounded in its skills and capabilities relative 
to rivals and, more specifically, in the scope and depth of its ability to 
perform competitively critical activities along the value chain better than 
rivals”  (Thompson and Strickland, 1996:107). Johnson and Scholes 
(1999: 157) state that the separated activities along the value chain 
need to be identified and the value added at each activity noted. This is 
called value chain analysis.  They argue that it is the competence to 
perform particular activities in the chain “and the ability to manage 
linkages between activities which are the source of competitive 
advantage for organisations”. 
 
According to Thompson and Strickland (1996: 97-107), the value chain 
can both form a basis for competitive cost analysis and serve as a key 
to building valuable core competences and leveraging them into 
sustainable competitive advantage. For strategic cost analysis purposes 
the value chain is used to identify the activities, functions and business 
processes that have to be performed in designing, producing, 
marketing, delivering and supporting a product or service.  The chain 
starts with raw materials supply and continues on through parts and 
components production, manufacturing and assembly, wholesale 
distribution and retailing to the ultimate end-user of the product or 
service.  By disaggregating all operations in the value chain into 
strategically relevant activities and business processes, it becomes 
possible to better understand the firm’s cost structure and to see where 
the major cost elements are.  Understanding a firm’s cost structure in 
turn means understanding whether it is trying to achieve a competitive 
 advantage based on either lower costs or differentiating the product or 
service.  A better understanding is also achieved of the value chain and 
how the costs of one activity spill over to affect the costs of other 
activities.  It also enables the analyst to determine whether the linkages 
among activities in the firm’s value chain present opportunities for cost 
reduction. 
 
A firm’s competitive edge is usually grounded in its skills and 
capabilities relative to competitors and especially in its ability to perform 
competitively crucial activities along the value chain better than 
competitors.  To arrive at a thorough analysis of a firm’s true 
competitive capabilities, managers in a manufacturing organisation 
need to: 
 
• Construct a value chain of all relevant activities. 
• Examine the linkages among internally performed activities and the 
linkages with suppliers and customer’s chains. 
• Identify the activities and competences critical to customer 
satisfaction and market success. 
 
• Make appropriate internal and external benchmarking comparisons 
to determine how well the firm performs activities and how its cost 
structure compares with competitors. 
 
As implied above, part of the value chain analysis is to physically draw 
the separate activities with the time duration and added value that 
contribute (Van Biljon, 1998:137). Figure 2.2 shows a typical automotive 
assembler value chain, with the horizontal lines depicting the time and 
the verticals the contributing values. 
 
 “The challenge for the assembler is to reduce inactivity or non value 
adding activities, thereby reducing the costs and the manufacturing 
throughput time for a motor vehicle” (Van Biljon, 1998: 137). 
 
Figure 2.2 VALUE-ADDED PIPELINE OF AN AUTOMOTIVE 
ASSEMBLER 
 
 
 
 
 
 
 
 
 
3.5 OUTSOURCING AS A CORE COMPETANCE 
 
 
 
 
 
 
 
 
Source: Adapted from Van Biljon (1998: 138) 
 
Apart from internal considerations, a crucial core competence is the 
ability of an organisation to influence the performance of other 
organisations within the value chain (Johnson and Scholes, 1999: 160). 
 
 
2.5 STRATEGIC MANUFACTURING PRIORITIES AS A CORE 
COMPETENCE 
 
 
Hayes and Pisano (1994: 77) say that United States manufacturing 
companies in the 1980s rediscovered the power that comes from 
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 superior manufacturing and initiated a variety of activities to improve 
their competitiveness. Many announced that their “manufacturing 
strategy” was to become “world-class” – as good, along various 
measures, as the best companies in their industries. In pursuing this 
goal, they typically adopted one or more of a growing number of 
improvement programmes, such as Total Quality Management (TQM), 
Just-in-Time (JIT) production, Design for Manufacturability (DFM), not to 
mention lean manufacturing, re-engineering, benchmarking, and the 
ubiquitous team approach. Figure 2.3 shows the profile of a world-class 
company as seen by Quinn, quoted in Hines (1994: 5). This illustrates 
that the physical facilities – including a seemingly superior product – 
seldom provide a sustainable competitive edge. Quinn states that they 
are too easily by-passed, reverse engineered, cloned, or slightly 
surpassed.  As a recommendation Quinn concludes that a maintainable 
advantage usually derives from outstanding depth in selected human 
skills, logistical capabilities, knowledge bases, or other service strengths 
that competitors cannot reproduce and that lead to greater 
demonstrable value for the customer. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 Figure 2.3  PROFILE OF A WORLD CLASS COMPANY 
 
 
YOUR SERVICE TO YOUR CUSTOMER 
IS CONSISTENTLY FIRST CLASS 
 
Your total sales continue to expand 
Your sales per square foot continues to grow 
Your inventories continue to fall 
 
Your manufacturing lead times shrink 
Your product quality continue to improve 
New product introduction is very dynamic 
 
Your suppliers consider you as a good partner 
 
Employee attendance is at least 97% 
Everyone seems to have time 
Change is the norm 
Response to usual is seen as an opportunity 
 
THE COMPETITION 
TRY TO COPY YOUR WAYS 
 
Source: Adapted from Hines (1994: 4) 
 
Krüger (1997: 138) argues that various “labels” were applied by different 
authors regarding the naming of the manufacturing strategies. Through 
his investigation of the theories it became evident that many different 
terms – from “performance objectives” to “competitive factors”, 
 “strategic manufacturing priorities”, “competitive strategy variables” and 
“strategic choice attributes” – are used to describe a strategy which 
gives a company the competitive edge. 
 
Slack et al (quoted in Krüger, 1997: 139) point out that an organisation 
needs to set five performance objectives to achieve an operations-
based advantage over its competitors. 
 
 These objectives are ‘doing things right’ (quality advantage), ‘doing 
things fast’ (for a speed advantage), ‘doing things on time’ (for a 
dependability advantage), ‘being able to change what is done’ (for a 
flexibility advantage) and ‘doing things cheaply’ (for cost advantage). 
 
Johnson and Scholes (1993: 152) state that core competences are 
concerned with identifying those particular strengths, which give a 
company an edge over its competitors, and those particular 
weaknesses that are to be avoided. The importance of the core 
competences of an organisation can be tested during resource analysis 
by asking the following four questions: 
 
• Who owns the core competence? 
• How durable are the competences? 
• How transferable are the competences? 
• How repeatable are the competences? 
 
Resource analysis is an important means of assessing an 
organisation’s strategic capability, the way in which the resources are 
utilised and controlled. The resources do not exist as islands but are 
linked together. These special links are more often than not the part that 
cannot be imitated by the competitors. 
 
 2.6 OUTSOURCING AS A CORE COMPETENCE 
 
Schonberger (1996: 206) notes that Alfred Chandler, the great business 
historian, called “Ford Motor Company in the 1970’s the greatest single 
business mistake in the United States of America.” He carried on by 
saying he had seen the amazing just-in-time feat of this vertically 
integrated mass-production marvel: on day one the firm mines the iron 
and four days later the car gets driven off the end of its production line.  
Chandler’s reasoning was that automotive assembly is far “too 
complicated to control all its elements”. The assembler can not produce 
small parts such as glass and batteries and at the same time focus on 
the quality of the assembly operation. 
 
Outsourcing can be used to place some of the activities of the value 
chain under the control of a different organisation.  This normally 
happens when the “mother” organisation realises that it does not have a 
competitive advantage in that field and it will be too costly to acquire.  
Quinn and Hilmer (1994: 8) said the “key strategic issue in insourcing 
versus outsourcing is whether a company can achieve a maintainable 
competitive edge by performing an activity internally – usually cheaper, 
better, in a more timely fashion, or with some unique capability – on a 
continuing basis.”  
 
Outsourcing entails weighing up the risks of having the activity under in-
house or external management control. In figure 2.4 the options of 
outsourcing are depicted.  The basic options are, buy instead of make 
and partnership instead of self. Quinn and Hilmer (1994: 9) suggest 
three questions to be answered by management in this respect: 
 
• “What is the potential for obtaining competitive advantage in this 
activity, taking account of transaction costs?” 
 • “What is the potential vulnerability that could arise from market 
failure if the activity is outsourced?” 
• “What can we do to alleviate our vulnerability by structuring 
arrangements with suppliers to provide appropriate controls yet 
provide for necessary flexibilities in demand?”  
 
The selection of the correct supplier for the identified action is crucial 
and close control should be kept in the beginning.  The types of controls 
that can be pinned down via contractual agreements are those of 
product quality, design, technology and equipment, while in some 
instances financial support is required.  The particular organisation 
selected for this study was the first motor vehicle assembler to set up a 
first-tier BEE (Black Economic Empowerment) company in South Africa.  
Outsourcing formed an integral part of the project as an estimated 200 
direct parts and assemblies were outsourced to them for supply.  The 
empowered company has been running now for three years and can be 
deemed as a success. 
Figure 2.4   RANGE OF OUTSOURCING OPTIONS 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Adapted from Quinn & Hilmer (1994: 10) 
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 The range of outsourcing options in relation to the controls that an 
organisation wants to have over a specific selected activity is described 
in figure 2.5. 
Figure: 2.5 POTENTIAL CONTRACT RELATIONSHIPS 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Adapted from Quinn and Hilmer (1994: 10) 
 
The range of outsourcing arrangements varies from full ownership with 
high control to short-term contract with low control. In the South African 
context with the influence of the MIDP (see Chapter 4) and government 
organisations’ BEE policy, the focus has moved from the ‘make versus 
buy’ decision to an optimum source decision.  The organisation needs 
to concentrate during the outsourcing decision on who within the value 
chain will benefit with regards to economies of scale and quality of final 
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 product to the end customer given the statuary regulations enforced by 
the Department of Trade and Industry.   
 
According to Quinn and Hilmer the knowledge about the activity is more 
important than knowledge about the final product.  “Specialised 
suppliers can often produce higher value added at lower cost for that 
activity than almost any integrated company” (1994: 11). 
 
 
2.7 STRATEGIC ARCHITECTURE AS A FRAMEWORK FOR CORE 
COMPETENCE 
 
 
Prahalad and Hamel (1990) argue that a strategic architecture is a road 
map of the future that identifies which core competences should be 
used to build and their constituent technologies. Johnson and Scholes 
define it as “the combination of organisational processes, resources, 
and competences to put the strategy into effect” (1999: 14). 
 
When a strategic architecture is created it forces all areas of the 
organisation to co-operate in working hard on all action identified in the 
strategic plan to provide a competitive advantage. To Prahalad and 
Hamel (1990) a successful strategic architecture is based on:  
 
• Consistency of resource allocation 
• Development of an administrative infrastructure 
• An appropriate managerial culture 
• Teamwork 
• Capacity to change 
• Willingness to share resources  
• Protected proprietary skills 
• Long-term thinking 
  
The strategic architecture of each organisation is different i.e. the way 
that they do their business and organise their core products as well as 
their core competences and end products.  That is why they have a 
competitive advantage.   
 
 
2.8 CONCLUSION 
 
In conclusion the concept of core competence was discussed following 
from the definition of core competence as the “root system” within an 
organisation or those “things that can not be easily imitated by the 
competitors”. After conducting a value chain analysis an organisation 
can revert to outsourcing as a means of placing the control of specific 
products with other entities in the value chain. The strategic architecture 
is the road map that indicates the resources, processes and 
competences required achieving certain strategies. In the next chapter 
the nature of lean manufacturing will be discussed. 
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CHAPTER 3 
 
THE NATURE AND CHARACTERISTICS OF LEAN 
MANUFACTURING 
 
3.1 INTRODUCTION 
 
In the previous chapter the writer endeavoured to understand the core 
competences for survival of a particular motor vehicle assembler in 
South Africa. In this chapter the principles, characteristics and a way of 
measuring the organisation’s closeness to being a lean manufacturing 
enterprise as a strategy are discussed. Concluding the chapter an 
analysis of why lean manufacturing fails in some plants is made. 
 
 
3.2 LEAN MANUFACTURING AND RELATED CONCEPTS 
 
 
Womack et al (1990: 11) argue that the automotive industry is even 
more important to us than it appears.  “Twice in this century it has 
changed our most fundamental ideas of how we make things.  And how 
we make things dictates not only how we work but what we buy, how 
we think, and the way we live.” They state that after World War II, Eiji 
Toyoda and Taiichi Ohno at the Toyota Motor Company in Japan 
pioneered the concept of lean manufacturing.  The rise of Japan to its 
current economic pre-eminence quickly followed, as other Japanese 
companies and industries copied this remarkable system. They argue 
that the biggest difference between mass production and lean 
production lies in their ultimate objectives.   
 Mass-producers set a limited goal for themselves – “good enough”, 
which translates into an acceptable number defects, a maximum 
acceptable level of inventories, a narrow range of standardised 
products.  To do better, they argue, would cost too much or exceed 
inherent human capabilities. 
 
Lean-producers, on the other hand, set their sights explicitly on 
perfection: continually declining costs, zero defects, zero inventories, 
and endless product variety.  Of course, no lean producer has ever 
reached this promised land – and perhaps none ever will, but the 
endless quest for perfection continues to generate surprising twists. 
 
Womack et al (1990) state that lean organisations have the following 
goals: 
• continually declining costs;  
• zero defects;  
• zero inventories; and 
• endless product variety. 
 
3.2.1 Empowerment 
 
“Most companies feel that they had to have constant improvement in 
order to be competitive,” says William Bayham, author of Zapp! The 
Lightning of Empowerment.  “Well, how do you get people to improve 
constantly? I feel strongly that the only way you can do that is to get 
people to own their jobs. You can’t talk them into it, you can’t control 
them into it, you can’t compensate them into it.  None of those things 
work in the long term. What empowerment does is to give them the 
motivation to improve” (Clutterbuck and Kernaghan, 1994: 23). 
 
 Felkins et al (1993: 17) looked at empowerment in their consultative 
approach and stated that consultation skills such as validation, data 
collection and analysis, feedback and interpretation, decisions and 
actions, and applications and monitoring are underdeveloped at all 
levels. Empowerment requires that managers, employees and 
customers work effectively to implement and influence change. A 
change management model that takes the manager beyond Mintzberg’s 
three categories of management (interpersonal roles, informational 
roles and decisional roles) is required to become an empowered 
change facilitator (Felkins et al, 1993: 26).  
 
3.2.2 Market leadership 
 
Boyett and Boyett (1998: 228) maintain that an organisation should 
adhere to the following six steps in order to be a market leader: 
 
• Emphasise something. 
Focus on specifics. “Don’t try to be everything to every one”, on 
your core competences. 
 
• Be unique. 
The best strategy is to emphasise something unique, something 
that your competitors did not do today, that can add more value 
tomorrow. 
 
• It’s not just a numbers game. 
The world does not stand still and wait for a company to prepare 
a strategic plan.  It is something that the organisation to work on 
day by day.  Think of the organisation as a co-evolving, 
unpredictable organisation. 
 
 • Consult many minds. 
Strategy is not only the job of top management alone. The more 
people that help to think about the direction the company should 
take, the better. 
  
• Commit to the truth. 
One has to be honest about the past good and bad, as well as 
the present good and bad before the preparation for the future 
can start. 
 
• Business is a team sport. 
All stakeholders should co-operate as much as they compete.  
“Business is a game, but it is a game played best by teams” 
(1998: 228). 
 
3.2.3 Supplier development 
 
Hines (1994: 3) argues that the supply chain can be an important 
source of competitive advantage to any organisation that will devote 
time and effort to supplier development and co-ordination.  He argues 
that American and Japanese firms are 95 percent similar but differ in 
the most important aspect, that of handling relationships inside and 
outside the own firm between customers and suppliers.  Because of the 
latter the Japanese expertise allowed their firms to dominate world 
markets in a whole range of manufacturing products.  
 
“Lean manufacturing (a term coined by International Motor Vehicle 
Programme, [IMPV], researcher John Krafcik) is ‘lean’ because it uses 
less of everything compared with mass production – half the human 
effort in the factory, half the manufacturing space, half the investment in 
tools, half the engineering hours to develop a new product in half the 
 time.  Also, it requires keeping far less than half the needed inventory 
on site, results in many fewer defects, and produces a greater and ever 
growing variety of products” (Womack et al, 1990: 13). This paper is 
clear that the intention of this approach is to eliminate the non-value-
added effort out of everything. The Japanese word for waste is Muda 
and that is what needs to be targeted for elimination by all stakeholders. 
 
While some of these improvement efforts in the automotive industry 
have been successful, the majority, according to recent surveys, have 
not. There is continuing debate about whether the conflicting results 
between some Japanese companies where the concepts  worked, and 
their United States counterparts where it did not, were due to poor 
management or to flaws in the programmes themselves  (Maccoby, 
1997: 162). 
3.3 PRINCIPLES OF LEAN MANUFACTURING 
 
According to the Massachusetts Institute of Technology (MIT) 
researchers, a lean organisation relies on several lean principles.  
These are: 
 
• Clear Goals 
 “Lean producers…set their sights explicitly on perfection: 
continually declining costs, zero defects, zero inventories, and 
endless product variety” (Womack et al, 1990: 13). 
 
• Low down authority for decision making 
 A key objective of lean manufacturing is to push responsibility far 
down the organisational ladder.  “Responsibility means freedom 
to control one’s work – a big plus,” say Womack et al (1990: 13).  
“Instruct workers to stop the whole assembly line immediately if a 
problem emerged that they couldn’t fix” (1990: 57). 
  
• Learning new skills 
 Lean manufacturing calls for learning far more professional skills 
and applying these creatively in a team setting rather than in a 
rigid hierarchy (Womack et al, 1990: 13).  “Workers need to be 
taught a wide variety of skills, in fact, all the jobs in their work 
group so that tasks can be rotated and workers can fill in for each 
other.  Workers then need to acquire many additional skills: 
simple machine repair, quality checking, housekeeping and 
materials ordering” (1990: 99). 
 
 
• No buffers of safety stock 
The researchers point out that making only a few parts before 
assembling them into a car caused mistakes to show up almost 
instantly (1990: 53).  This proves that not retaining buffer stocks 
is beneficial. 
 
• Work teams 
An important aspect is to group workers into teams with a team 
leader rather than a foreman (1990: 56). 
 
• New material handling systems 
 New ways are sought to co-ordinate the flow of parts within the 
supply system on a day-to-day basis.  These include the famous 
just-in-time system, called KANBAN at Toyota (1990: 62). 
 
• Customer satisfaction 
 Womack and his colleagues give an example of the importance 
of customer satisfaction: “Consumers began to report that the 
most important feature of their car or truck was reliability.  
 Because the Toyota system could deliver superior reliability, soon 
Toyota found that it no longer had to match exactly the price of 
competing mass-production products” (1990: 64). 
 
• New model development time 
 To change production and model specifications in mass-
production firms takes a long time and is very expensive.  By 
contrast a pre-eminent lean manufacturer such as Toyota needs 
half the time and effort required by a mass-producer such as 
General Motors to design a new car.  This means that Toyota can 
offer twice as many vehicles with the same development budget 
(1990: 64). 
 
• Demand fulfilment 
 All of the variety available from lean manufacturing would be for 
nought if the organisation could not build what the customer 
wanted (Womack et al, 1990: 66). 
 
• Make to order 
 At Toyota, the dealer became part of the production system as 
the organisation gradually stopped building cars in advance for 
unknown buyers and converted to a build-to-order system (1990: 
67). 
 
• Customer involvement 
 The system also incorporated the buyer into the product 
development process.  In a very direct way, Toyota focused 
relentlessly on repeat buyers, going directly to its existing 
customers in planning new products (1990: 67). 
 
 
 • Shop floor involvement 
 “All information – daily production targets, cars produced so far 
that day, equipment breakdowns, personnel shortages, overtime 
requirements and so forth – are displayed on andon boards 
(lighted electronic displays) that are visible from every work 
station” (Womack et al, 1990: 99). 
 
 
 
• Idea stimulation 
  There is also emphasis on obtaining suggestions from 
employees. “Then they need encouragement to think actively, 
indeed pro-actively, so they can devise solutions before problems 
become serious” (Womack et al, 1990: 99). 
 
These points mentioned above are echoed by Hines (1994: 13) when 
he quotes Norman’s primary source of competitive advantage for the 
Japanese top 50 industries. 
 
In summary there are three main issues that are constantly repeated 
throughout the MIT findings. They are an emphasis on: 
 
• Good leadership with the necessary authority at all levels. 
• A good team with members that support each other and cross 
training. 
• Good communication between all stakeholders to create the required 
synergy. 
 
 
 
 3.4 ESSENTIAL CHARACTERISTICS OF LEAN 
MANUFACTURING 
 
 
Hines (1994: 15) quotes Jones as saying that the essential 
characteristics of lean manufacturing as demonstrated in the motor 
vehicle assembly industry are: 
 
• It is customer driven – not by production. 
• Activities are arranged on product lines with champions managing 
them and with functional areas playing a secondary role. 
• All activities are team based. 
• There are fewer, more integrated role-players. 
• There is a high level of information exchange. 
• There is team orientation, the success of the whole is more 
important than one area alone. 
• A system functioning on the disciplines of JIT and total quality 
allows for exposure of problems and performance evaluation. 
• The key to lean manufacturing is moving responsibility as low 
down the organisation as possible. 
• There are stable production volumes with a great deal of 
flexibility. 
• Employees, suppliers and dealers are treated as fixed costs. 
 
“As a result all employees are highly valued, especially for their ability to 
contribute to solving of problems and improvement in productivity. In the 
same way that the employees are seen as a long-term asset, the 
suppliers are viewed as a source of competitive advantage and not a 
millstone to be removed when the going gets tough” (Hines, 1994: 15). 
In the automotive industry the assemblers are totally dependent on the 
ability of the supplier base. If the suppliers are not party to these efforts, 
 the assembler has little chance of achieving world-class status and 
being a truly lean organisation. 
 
Womack et al (1990: 14) rightfully argue that this “promised land” of 
lean manufacturing will never be reached. Realistically, it is only 
possible to note progression towards these lean targets if they are 
measured. Schonberger (1996: 23) has developed a measurement 
system to enable organisations to see how close or far they are from 
being a lean enterprise. 
  
 
3.5 CUSTOMER FOCUSED, EMPLOYEE DRIVEN, DATA-BASED 
PERFORMANCE PRINCIPLE 
 
Schonberger (1996: 23) developed 16 data-based performance 
indicators which an organisation could use to measure whether it is 
customer focused, and employee driven. These should be an indication 
of how close the organisation is to be a lean enterprise. They are: 
 
• General 
Team up with customers; organise by families of customers or 
products. 
Capture and apply customer information, competitive information, 
and best practice information.  
Dedicate to continual, rapid improvement in quality, response times, 
flexibility, and value. 
Frontline employees should be involved in change and strategic 
planning to achieve unified purpose. 
• Design 
Lean organisations cut to the few best components, operations and 
suppliers. 
• Operations 
 6. They cut flow time, distance, start-up, and changeover times all 
along the chain of customers. 
7. Such companies operate close to customers’ demand. 
• Human Resources 
8. They aim to continually enhance human resources through cross-
training, job and career-path rotation, and improvements in 
health, safety and security. 
9. The varieties of rewards, recognition, pay, and celebration - to 
match the expanded variety of employee contributions - are 
expanded. 
• Quality and process improvement 
10. Lean companies continually reduce variation and mishaps. 
11. Frontline teams record and own process their own data at 
the workplace. 
• Information for operations and control 
12. The root causes of cost and performance are controlled 
thereby reducing internal transactions and reporting and 
simplifying external communications. 
13. Lean organisations align performance measures with 
universal customer wants: quality, speed, flexibility and value. 
• Capacity 
14. They improve present equipment and human work before 
considering new equipment and automation. 
15. They seek simple, flexible, movable, low-cost, readily 
available equipment and work facilities – in multiples, one for 
each product/customer family. 
• Promotion and marketing 
16. Successful companies promote, market, and sell the 
organisation’s increasing capability and competence – which are 
the results of the other fifteen principles. 
 
 Schonberger (1996: 23) concludes by saying that the strategic change 
towards lean manufacturing or world class status is an outcome of all 
sixteen principles. If the organisation does not measure itself on a 
regular basis the focus on improvement will be lost. A co-ordinated step 
by step improvement process towards this goal is the responsibility of 
all stakeholders (1996: 49).  
 
3.6 LEAN MANUFACTURING WITHIN A GENERIC STRATEGY 
FRAMEWORK 
 
According to Mintzberg, Quinn and Ghoshal (1995: 77-78),  Porter’s 
framework of generic strategies has become widely used.  His 
framework is based on the belief that there are but two basic types of 
competitive advantage firms can possess: low costs or differentiation.  
These combine with the scope of a firm’s operation to produce three 
generic strategies for achieving above-average performance in an 
industry: cost leadership, differentiation and focus.  Johnson and 
Scholes (1999: 269-285) expanded the framework by using a “strategy 
clock” to show eight strategy options varying from a “no-frills” strategy 
where both the price and the perceived added value are low, to a 
focused differentiation strategy where both the price and the perceived 
added value are high. 
A useful framework for the purpose of this study is that of Rowe, Mason, 
Dickel, Mann, and Mockler (1994: 270). 
 
 
 
 
 
 
 
 Figure 3.1 STRATEGIC OPTIONS AND GENERIC STRATEGIES  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Adapted from Rowe et al (1994: 270) 
Figure 3.1 Shows four generic strategies: focus, overall cost leadership, 
differentiation and defence.  For each of these generic strategies a 
number of more specific strategic options are possible.  In this study it is 
argued that a lean manufacturing strategy is an important overall cost 
leadership option.  This does not rule out the possibility of making the 
most of the other generic strategies and options within the broader 
context of the value chain. 
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 3.7 ANALYSIS OF WHY LEAN MANUFACTURING FAILS IN SOME 
PLANTS 
 
Maccoby (1997: 162) made a comparison of two books (described 
below) on the reasons why lean manufacturing did not realise the 
original expectations painted by the MIT group in the respective plants. 
 
 “In Farewell to the Factory, Ruth Milkman, a professor of sociology at 
the University of California at Los Angeles, examines a GM factory in 
Linden, New Jersey that adopted lean manufacturing in 1986.  In Just 
Another Car Factory? James Rinehart and Christopher Huxley, 
sociology professors at the University of Western Ontario and Trent 
University respectively join David Robertson from the Canadian 
Automobile Workers Union to report on a GM-Suzuki joint venture 
called Cami (from the Japanese word for “deity”). The plant, located in 
Ingersoll, Ontario, began production in 1990.  The two books show how 
each plant failed to make good on promises of worker participation” 
(Maccoby, 1997: 162). 
 
Maccoby stated that despite company slogans calling for involvement 
and empowerment, the authors reported that workers at two plants 
researched experienced little that was different from traditional 
(Taylorist) mass production on an assembly line – with its narrow, 
standardised, monotonous tasks repeated every 60 to 90 seconds.  
Workers at Linden were told they could pull a cord and stop the line to 
prevent defective products from proceeding, but those who did so were 
criticised by foremen and eventually stopped trying.  Workers at Cami 
expressed similar frustrations, saying that the plant had turned out to be 
little different from traditional factories.  They decided that management 
was exploiting them with lower pay and stressful working conditions, 
and they went on strike a few years after the plant opened.  They 
 expressed their dismay by bearing banners with the company’s slogans 
of “open communication, empowerment, kaizen and team spirit” 
crossed out and replaced by the traditional union ideals of “dignity, 
respect, fairness and solidarity” (1997: 162). 
 
Maccoby stated the two books do present slightly different explanations 
for why lean manufacturing proved to be so disappointing.  Milkman, 
whose book describes the experiences of workers under both the 
traditional and the lean systems (and includes a chapter on workers 
who opted for a buyout instead of remaining with the plant after the 
conversion), blames managers at General Motors for failing to gain the 
commitment of frontline supervisors to the new approach.  The workers 
were eager to try out the new system, but foremen were used to the old 
dictatorial ways and were themselves under constant pressure from 
superiors to maintain a high volume – even while workers were 
adjusting to the new system.  Rinehard, Huxley and Robertson, by 
contrast, see an inherent problem in the system itself as it played out in 
a new plant: many managers wanted to give employees some 
discretion, they argue, but that desire “collided with a production system 
oriented to maximum output with minimum workers” (1997: 162). 
 
With the above in mind, this paper summarised Maccoby’s findings into 
nine headings, using more references to strengthen the case. 
 
3.7.1 Craftsmen 
 
Volvo’s factory in Uddevalla, Sweden, experimented in the 1980s with 
teams that assembled cars at their own pace and allowed workers to 
rotate from the assembly area to the highly automated parts delivery 
system.  This approach, they hoped, would give the operators freedom 
of decision-making and in turn they would produce the volume and 
 productivity required. It did not work and Volvo closed the plant in 1993 
(Maccoby, 1997: 64). 
 
He points out that this system tried to simulate the way that the 
craftsmen work, autonomously with no production lines, letting the 
operators decide for themselves where they wanted to work at any 
particular time. 
 
3.7.2 Lean is not processes and procedures 
 
The automakers sent employees to work at lean plants hoping that on 
their return, they would cross-pollinate the old production system that 
they come from.  Actions like this can be compared with a person who 
drank an energy-drink, then tried to swim against a current. He makes 
good headway in the beginning and all spectators applaud his effort. 
After a while when he becomes tired he will start flowing with the current 
If the spectators do not jump in and support him he will either drown or 
float with the current. But if the spectators jumped in and assisted him 
by channelling the current in the direction he wants it to go and he 
swims, then he will get to his destination much quicker and less tired. In 
the same way there is not a single best way to build a car.  “Lean 
manufacturing is not merely a set of processes and procedures.  It is a 
broad system that engages its participants in their work with an ideology 
that appeals to their hearts and minds.”  Maccoby (1997: 166) quotes 
Haruo Shimada of Japan’s Keio University as saying, “the Toyota 
system amounts to humanware – combining management, participation, 
incentives and technology strategy to optimise productivity, motivation 
and the development of people at work”. 
 
Kachelleck (1998: 15-1) explains that is not the best or most expensive 
processes that make an organisation world class.  Rather it is about 
 having world class people, their attitudes and abilities contributing 
towards the goal of being the best of the best.  
 
3.7.3 Responsibility lower down 
 
Technology is the tool but the operator is the supplier of the wisdom to 
that equipment. At each level of the organisation, leadership skills 
should be identified and developed in order to promote good sound 
decisions that will eliminate all forms of non-value added activity.  
 
One of the respondents in the middle management interview stated that 
the decision making should be done as low down in the organisation as 
possible because the people that actually encounter the problem every 
day normally come up with the best solution to it.   
 
“At NUMMI- (New United Motor Manufacturing, Inc. a GM, Toyota joint 
venture) workers who teach and help others are promoted to team 
leadership roles.  At Toyota’s Japanese factories, foremen are even 
given a budget to entertain workers periodically, buy them a beer, and 
strengthen relationships within teams.  The Toyota leader aims to treat 
employees with respect” (Maccoby, 1997: 166). 
 
Womack et al points out that a key objective of lean manufacturing is to 
push responsibility far down the organisational ladder.  “Responsibility 
means freedom to control one’s work – a big plus” (1990: 13). 
 
 
3.7.4 Teamwork 
 
Maccoby (1997: 166) said that a sociologist, who interviewed 
employees at NUMMI, writes that workers there are made to feel 
important, and that their views carry weight. Toyota’s managers have 
 also developed a co-operative, problem-solving relationship with the 
union.  Although some NUMMI workers complain about the fast pace 
and about group pressure within teams, they still participate in ongoing 
learning and continuous improvement.  At NUMMI and Saturn, (GM, 
Toyota joint venture), teams eliminate jobs, but not at the cost of laying 
off workers.  In fact, there have been no layoffs or speedups at either 
plant”. 
 
Gilbert says in his ‘Behavioural Engineering Model’ everyone brings to 
the job their own personal "behavioural repertory." The behavioural 
repertory consists of three parts:  
 
Firstly, knowledge derived from their education, training, and 
experience; secondly, capacity - their physical and mental abilities; and   
thirdly, motives - their values, beliefs, preferences, likes, dislikes (Boyett 
and Boyett, 1998). 
 
Each team member brings certain skills to the team that need to be 
understood, developed and passed on to his co-workers. Man Yan 
(1999: 128) state that the various roles in the organisation also 
represent a group of functions, which not only determines what people 
do, but also has a strong influence as to how they picture or understand 
themselves. He carries on by suggesting regular audits on the roles of 
the members in the beginning of team formation to ensure that the team 
adheres to the requirements. This needs to be continued until the team 
becomes accustomed to the “new way of working”. Teamwork is one of 
the cornerstones of lean manufacturing and the team as a whole should 
understand the above principles in order for them to operate effectively. 
 
 
 3.7.5 Culture 
 
“Toyota and Honda, in their unique ways, develop and align 
competences, both technical and interpersonal, with the goals of lean 
manufacturing.  In both cases, corporate ideology reinforces the 
system.  Few United States of America companies understand or are 
able to create such effective systems – systems that integrate and 
shape employees’ values and competences with a strong ideology” 
(Maccoby, 1997: 169). 
 
Figure 3.2  DIFFERENT CULTURES IN A TEAM 
 
Source: Bennis and Mische (1995: 96) 
 
As indicated above, the “corporate ideology” or “culture” is the soul of 
an organisation, that “thing” that distinguishes it from another. If the 
culture within an organisation is “ill”, the chances are that a successful 
 change to being lean will not be made. The culture that will stimulate the 
lean organisation is one that promotes continuous improvement. In 
Rowe et al’s (1994: 474) terms, a well-balanced organisational culture 
with a strong creative and supportive ethic is required. 
 
3.7.6 Co-operation 
 
As NUMMI demonstrates, United States workers do respond to leaders 
who teach useful skills and business perspectives, communicate market 
and process information and reasons behind decisions, and facilitate 
problem-solving sessions.  If they cannot be autonomous, employees 
(United States of America) at least want a say in how their work is done, 
says Maccoby (1997: 170). 
 
He points out in addition, that the degree of co-operation between union 
and management can vary in successful plants.  At Saturn, union and 
company representatives manage the plant as partners.  At NUMMI, 
union representatives participate in planning and problem solving, but 
management makes the decisions. 
 
Indeed, when Toyota took over NUMMI, the number of worker 
grievances dropped, and the number of ideas from workers increased. 
 
Gilbert (in Boyett and Boyett, 1998: 238) identifies three environmental 
supports once people arrive in a job.  
• First, people need information about such matters as the goals and 
objectives of the business and their work group, to know what is 
expected of them, how well they are doing, and so on.  
• Second, people need instruments - tools, techniques, technology, 
processes, and procedures, work methods and organisational 
structure to help them perform their work efficiently and effectively.  
 • Third, people need some monetary and/or non-monetary incentives 
to perform the work. 
 
“Put together the right repertoire of behaviour and the right 
environmental supports and you would get competent, even exemplary 
performance. Take away some or all of the environmental supports or 
ignore the person’s repertoire of behaviour and you would create 
incompetence” (Boyett and Boyett, 1998: 240). 
 
The co-operation that exists between team members and teams and 
management is crucial.  All stakeholders should co-operate like a well-
oiled machine. 
 
3.7.7 Idea stimulation 
 
“Both Toyota and Honda have created effective cross-functional teams 
that use input from workers to design cars for ease of production.  
Toyota does so with strong leadership and Honda with team 
competence” (Maccoby, 1997: 170). If employees see that they do not 
get recognition for ideas, they will stop supplying them. At this point the 
“walk the talk” approach becomes crucial. If management fails here, the 
continuous improvement slogan will be dead. 
 
Kachelleck (1998: 15-2) says that the benchmark for the best in the 
world is to have “employee suggestions of more than 30 per annum of 
which 95% are implemented”. 
 
3.7.8 Unions 
 
“To develop effective and enduring union participation, both managers 
and workers need to be educated about business and union 
perspectives, and they need a meaningful ideology that explains the 
 logic and value of their work.  Workers and union representatives need 
to understand competition and financial requirements.  Managers need 
to understand that a union is a democratic organisation that functions as 
both a service business and a movement for social justice.  Both 
workers and managers need to understand what determines the value 
of their product to customers” (Maccoby, 1997: 172). 
 
In South Africa the unions had a large role in bringing down the 
apartheid ideology. Unfortunately the “us” and “them” between labour 
and management is in many instances hampering the quest to be lean. 
It could be argued that if the management and unions work together to 
achieve a better life for all without hidden agendas, the organisation will 
survive its journey to be lean. 
 
3.7.9 Training 
 
“Saturn, for example, continually educates its workers in business topics 
and problem solving, while NUMMI teaches its employees about the 
Toyota production system and provides market data on quality and 
internal data on efficiency.  Linden, by contrast, introduced lean 
manufacturing with 80 hours of training, but that training focused mainly 
on the psychology of motivation and stress reduction” (Maccoby, 1997: 
172). 
 
One of the points that the middle managers interviewed in this study 
pointed out as being one of their key responsibilities in this quest to 
become lean is that of trainers. They placed emphasis on course 
content and methodology and follow-up (see 5.5 Trainers). 
 
As indicated above by Gilbert (see 3.7.6 Co-operation) the organisation 
needs to provide the tools, technology and other support for people to 
 be effective. A core tool that people require is training in all possible 
skills required to do a job. 
 
Maccoby (1997: 172) concludes that although it is unrealistic to expect 
assembly plants to become democracies, plants function best when 
workers understand the business and participate in continuously 
improving it and their own working conditions.  “A collection of best 
practices does not make a successful production system”. Miles (1996) 
noted that one of the five main factors that differentiates a lean world-
class organisation and a non-lean world-class counterpart is that they 
do not realise the full potential of their people by failing to adopt flatter 
organisational structures, teamwork and multi-skilling. 
3.8 CONCLUSION 
 
 
In this chapter the emphasis was to arrive at a better understanding of 
the term “lean manufacturing”. In essence lean manufacturing is 
focused on the reduction of all forms of non-value added activities. 
Processes and procedures alone can not achieve this, what is required 
is a culture of continuous improvement. 
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 CHAPTER 4 
 
KEY CIRCUMSTANCES AND SUCCESS FACTORS IN THE SOUTH 
AFRICAN MOTOR VEHICLE INDUSTRY 
 
 
4.1 INTRODUCTION 
 
In this chapter the aim is to identify the core competences for a specific 
motor vehicle assembler in South Africa. Interviews with senior 
management were used to determine these. The term lean 
manufacturing or world-class manufacturing is commonly used by all 
the authors studied as representing the best companies within the 
particular industry (Hayes and Pisano,1994: 77). Schonberger (1986: 2) 
states his definition as that of the motto of the Olympic Games: citus, 
altus, fortuis (faster, higher, stronger). The organisation will have the 
capacity to totally, and profitably, satisfy the customer with high quality 
products and services delivered at the right time at the right place, and 
to remain this way by continuous improvement and innovation (Miles, 
1996: 2). It is very interesting to observe the different viewpoints of the 
various authors studied and their reluctance to couple any specific 
improvement programme, such as TQM (Total Quality Management), 
JIT (Just-in-Time) production, DFM (Design for Manufacturability), Lean 
Manufacture, Re-engineering and Benchmarking to their definitions. 
 
Within the South African automotive industry the external environment 
plays a vital role. The main pivot in this area is legislative barriers set by 
the government. This is discussed in section 4.3 of this chapter. In the 
second part of the chapter (section 4.5) a summary is given of some of 
the improvement programmes that the company has undertaken in its 
 quest to control and utilise its competences in an optimum manner 
driving towards being a lean enterprise.  
 
As stated on p.12  of this report, if no references are shown in this 
report, the information given or discussed, is based on the knowledge 
gained through the personal experience of the researcher and his 
access to unpublished internal documents. 
 
4.2 BACKGROUND TO THE SELECTED ORGANISATION AND 
INDUSTRY 
 
In January 1987 the sun set on the United States car giant’s 
involvement in South Africa. It rose in the organisation selected for the 
study one month later. After being a part of South Africa for more than 
six decades, the United States car giant was bought out by local 
management, and history was made. It was the first and largest 
management buyout in South Africa. It was the beginning of a new and 
dynamic era. It was the start of an incredible journey. 
 
Within 18 months the selected organisation had made a staggering 
financial U-turn. The figures were in the black and the corporation was 
in top gear with some of the most dramatic turnarounds being in 
production and sales. Ten years later, these changes had accelerated 
the company into the top three manufacturers on the sales charts, 
winning a total market share of over 16%.  In December 1997 the 
United States car giant recognised this new breed of champion. They 
cashed in their buy-back option and purchased 49% of the company.  
 
Currently, the selected organisation is in its third expansion phase that 
includes new product introductions and existing product improvement, 
as well as plant upgrading and refurbishment, not to mention a focus on 
 exports. The force behind this drive? An extensive network of over 200 
franchise holders throughout Southern Africa, including export markets 
in Zimbabwe, Zambia, Mozambique, Malawi and Mauritius. This 
strategically located network supplies a quality after-sales service and 
peace-of-mind motoring for the customer. 
 
The selected organisation is a young, dynamic and vibrant company 
with its home in Port Elizabeth.  Material from both international 
(Europe, South America, North America, Australasia and the Far East) 
and local sources is used during assembling and marketing of vehicles. 
The selected organisation also imports and distributes vehicles from 
Europe, Sweden and Japan. Its export network of fully built vehicles 
expands across right-hand drive African countries, including Zimbabwe, 
Mozambique, Malawi, Zambia, Mauritius and Kenya. 
 
The company prides itself on being consistently profitable since the 
management buyout, boasting one of the strongest balance sheets in 
the South African motor industry.  
 
A string of prestigious national awards is further evidence of the 
selected organisation’s phenomenal rise to success. These include the 
Top Non-Listed Company Award (granted by Business Day and Arthur 
Anderson) as well as The Car of The Year Award in 1991, 1994 and in 
1995. The selected organisation stands alone in winning this, the SA 
Guild of Motoring Journalists’ highest accolade three times, with two 
awards in succession. Awards for productivity, safety management and 
corporate citizenship have been additional accolades. 
 
The South African automotive industry is characterised by assemblers 
operating relatively low-volume plants not dedicated to a single product. 
Wide ranges of passenger and commercial vehicles are produced in 
 one factory with limited automation. Plants must therefore be sufficiently 
flexible to accommodate product variance and volume adjustments 
resulting from market changes. Logistically plants operate at great 
distances from source plants.  
 
Since its Phoenix-like rise from the ashes, the selected organisation has 
become a generous contributor to the Eastern Cape economy. Not only 
is it the city’s largest private ratepayer, but also the single largest private 
employer. Supporting and inspiring a workforce of around 3700 
employees, it is estimated that 22 500 others are also dependent on the 
selected organisation through supplier, dealer and related industries in 
the region.  In fact, a staggering 68% (by value) of all components 
bought in South Africa are sourced from the Port Elizabeth-Uitenhage 
area. 
  
4.3 LEGISLATIVE PLAYING FIELD 
 
The post-apartheid era brought an exhilarating change to all 
stakeholders in South Africa, but especially to the motor and allied 
industries which moved from total protection when the Motor Industry 
Development Programme (MIDP) replaced the old Local Content 
Programme commonly known as Phase VI on 1  September 1995.  The 
Motor Industry Development Council (MIDC) was introduced by the 
Department of Trade and Industry (DTI) to govern the MIDP. 
 
The MIDP was gazetted with the purpose of encouraging the following 
in the South African motor industry: 
 
• Growth in vehicle assembly and component manufacturing 
industries. 
  
• Employment creation/stabilisation in the industry and ultimately 
job enrichment. 
 
• Reduced tariffs to improve international competitiveness and 
vehicle affordability. 
 
• A value trade balance between increased local content and 
exports of completed build up units (CBU’s) and components 
versus imports of original equipment and CBU’s (Williams, 1995: 
1). 
 
The goal of global competitiveness is to be achieved through the 
following rules: 
 
• Steady reduction in import duties: - from 65% in 1995 to 40% in 
2002. 
  
• No mandatory local content levels. 
 
• No limitations or barriers on importers who wish to sell in South 
Africa. 
 
• Export incentives to assist the local industry in obtaining 
international contracts (Williams, 1995: 4). 
 
Williams (1995: 4) anticipated that the following would result for the 
industry from the implementation of the MID Programme: 
 
• A substantial influx of new imported makes into the local market 
(for example, Hyundai, Daewoo, Land Rover, Dacia). 
  
• More viable and cheaper globally-sourced products resulting in 
the closure of uncompetitive local suppliers. 
 
• Extensive counter-trade deals resulting in more cost-effective 
sourcing. 
 
• The opportunity for the local suppliers to expand their market 
share both domestically and internationally. 
 
These statutory regulations are the base for the strategic key success 
factors for the industry in South Africa. For the stakeholders, it has 
become a means of survival to be able to maximise benefit from the 
MIDP rules. Organisations need to be “elastic” and mobile in order to 
adapt to the changes faster than their competitors. Hill (1996: 
http://weber.u.washington.edu/~chill/papers/organisation.html.) states 
that a firm exists because it is relatively more efficient than the market 
alternative at discovering knowledge that has an economic value. The 
requirement for a firm is thus to have a competitive advantage.  
 
4.4 KEY SUCCESS FACTORS FOR SURVIVAL IN THE SOUTH 
AFRICAN MOTOR INDUSTRY 
 
As explained in the introduction of this chapter, the assemblers in South 
Africa including the South African Development Community (SADC) 
countries need to have a strategic advantage over their competitors in 
order to survive.  
 
 
 4.4.1 Alliance with overseas partner. 
 
An alliance with an overseas partner is the number one priority, not only 
related to technological issues but to realise full economies of scale. 
The need for export contracts is required. Foreign exchange balancing 
as some call it, is what it is all about to be profitable. The following 
scenario serves as an example. A product is assembled in South Africa 
out of components that are imported and paid for in United States 
Dollars, to be sold at a competitive price in South Africa. This is not a 
profitable situation if the company competes against a competitor with 
locally produced parts. Expectations are that the South African Rand 
will devalue against the United States Dollar at a rate of 15% per 
annum. So to stay competitive, the organisation needs to better its way 
of doing business by 15% per annum to be able to compete. If, 
however, it were able to export a product in United States Dollars, the 
movement in exchange rate will not affect the company. The reason is 
that when you buy in “cheap” dollars, you sell in “cheap” dollars and 
when you buy in “expensive” dollars you sell in “expensive” dollars. The 
organisation can also choose when the selling of “profit” should take 
place. The examples are numerous where companies have realised this 
objective to some extent: Volkswagen SA, with their export contract for 
Golfs to Europe; Mercedes-Benz SA to supply C-class to Australia; 
BMW SA to produce right-hand drive 3-series to the world. Hyundai; to 
build Volvos in Botswana for export. This realises the idea of 
government to export through the MIDP in order to gain counter-trade 
bonuses, and create a negative balance of payment. 
 
 
 
 
 
 4.4.2 Supplier development 
 
One of the areas that is the most neglected is that of supplier 
development. The parts suppliers in South Africa also require 
economies of scale. Boyett and Boyett define economies of scale as 
“…an advantage since the unit cost of producing a product or running 
an operation declines as the absolute volume of production increases” 
(1998: 180).  If for example BMW selects a supplier to supply brakes for 
the six different derivatives of the 3-series built in South Africa, that 
supplier needs to set up his facility to do small batch runs. In addition he 
needs to acquire business from other Original Equipment Manufacturers 
(OEM’s) to fully utilise his facility.  Opportunity lies in the fact that the 
brake supplier can set up his facility to run 100 000 of one part for BMW 
318 only, and also to supply local right-hand drive production and 
overseas left-hand drive production.  This will give the supplier the 
opportunity to achieve economies of scale. Suppliers should be 
encouraged and developed to become lean organisations themselves in 
order to support OEM programmes.  
 
 
4.4.3 Labour stability 
 
One factor that is generating a negative perception in the eyes of the 
global players is the instability of the South African labour force. The 
highly unionised labour force has over the years lost faith in 
management and is resistant and sceptical to most ventures undertaken 
by the companies. It is therefore imperative to have excellent human 
relations within a harmonious workplace, in order to cultivate a culture 
where the workforce is proud to be associated with the company. The 
importance of reaching the families of the workers was pointed out as a 
 necessity, because if they are proud to be associated with the firm they 
will act as motivators to ensure that the employees go to work. 
 
4.4.4 Customer service 
 
“Everybody’s products are getting better, but there is no pricing power” 
says auto analyst Nicholas Lobaccaro of Merrill Lynch & Co. (Naughton,  
Miller, Muller, Thornton and Edmonson, 1999: 18). Whatever the 
customer perceives of a company’s product, that will determine that 
organisation’s success. Whether it is Isuzu’s “indestructible engine”, 
Nissan’s “Hardbody”, BMW’s “Sheer driving pleasure”, VW’s family 
image or Opel Corsa’s “No Contest”, the public forms an image of a 
company and product. The best-engineered vehicle or product in the 
world will be unsuccessful if it is not backed by excellent after-sales 
service. Quality is the most important aspect of customer satisfaction - 
the better the quality of the parts used, the quality of the assembly 
process and the quality of the distribution network, the happier the 
customer will be. In South Africa a marketing research company gathers 
information related to sales and service telephonically from customers. 
The industry accepts the Customer Satisfaction Index (CSI) as a 
benchmarking norm. CSI figures are closely monitored in order to detect 
possible areas for rectification.  
 
Striving for customer service excellence is not restricted to the action 
between the dealer and his potential customer, but relies on all activities 
in the value chain. Those interviewed felt that before an employee 
works in a support function within the company, he/she should spend 
about six months in a production environment to familiarise themselves 
with the pains and needs of the people that actually build the cars. This 
will allow them the opportunity to have a better understanding of the 
core business that they are supposed to support. 
 4.4.5 Cash management 
 
South Africa’s currency hit all time lows against the major currencies of 
the world during 1998, which resulted in an interest rate hike that rocked 
the foundations of the industry. Firstly, for the companies that operate 
with an overdraft, the monies paid in interest just drew them deeper into 
financial trouble. Secondly, the high interest rates meant the public did 
not want to make use of expensive money to buy new cars. The result 
was that new motor vehicle sales dropped to an all-time low during 
1998. Companies that can operate with a positive bank balance, 
excluding gearing for major capital projects, have a definite advantage. 
 
4.4.6 Margins 
 
The basic marketing model of high volume small margin, low volume 
high margin, does not work in the South African motor vehicle assembly 
industry because South African “high volumes” are not high enough to 
realise the payment of tooling costs. One has to keep in mind that the 
average life cycle of a model range is only seven years, therefore the 
price of the product is relatively high. The market segment largely 
determines the price range for new motor vehicles within each segment 
of the industry.   
 
4.4.7 Product plan / Dealer network 
 
The most crucial strategic decision in the industry is what models to 
build locally and what models to import in order to provide the dealer 
network with a balanced portfolio. The model or models for local 
production should have a high local demand and a possibility of export 
to other countries in order to achieve MIDP export counter-trade points 
and negative balance of payments as discussed in section 4.4.1 
 (Alliance with overseas partner). The geographic location, efficiency and 
quality of the dealer network needs to be a given if any form of survival 
is required.  These factors create happy customers; happy customers 
will come back and buy more of the company’s products.  
 
4.4.8 Adaptability / Benchmarking 
 
Adaptability is part of the culture of a company, something that the 
employees become used to and get better at over time, provided that it 
is backed up with good policies and procedures. It is felt that the 
Japanese are the leaders in benchmarks when it comes to design 
cycles of motor vehicles, cost, speed and quality (Thomas et al, 1995: 
373). There are pros and cons to benchmarking. The feeling is that if an 
organisation benchmarks, it will only strive to be as good as the 
benchmark. Todd describes benchmarking as a continuous process due 
to the fact that the organisation, the competitors and the world are not 
standing still (1995: 32). The idea is to be able to have a competitive 
edge, which is why companies should do a resource audit.  Johnson 
and Scholes (1999: 152) suggest benchmarks for the various items 
identified in the audit and then to continuous improve. For a “small” 
South African assembler, it is not wise to measure, for example, against 
Toyota in Japan that produces 500 000 cars per annum of one 
derivative, because the South African company only produces volumes 
of up to 50 000 per annum. It should rather measure against the 
companies with which it wants to compete.  Companies that are geared 
to be able to live with the ever-changing industry will have a higher 
success rate and become the benchmark for others to follow (see figure 
2.3). 
 
 
 4.4.9 Information system 
 
During the ‘90’s the requirement for an integrated business intelligence 
system has become essential.  Companies are spending millions of 
Rands on Enterprise Resource Planning (ERP) systems in order to be 
geared for e-commerce. Manufacturing Execution Systems (MES) are 
filling the gap between the Programmable Logic Controllers (PLC) that 
control all shop floor machines and the ERP system that cannot function 
optimally with the volume of real-time data generated by the PLC’s.  A 
high priority item on the information system agenda is to ensure that the 
whole value chain, from supplier to dealer, is year 2000 compliant. 
Managing the Information Technology (IT) recourses efficiently is a 
definite advantage considering their current high cost. 
 
4.4.10 Lean manufacturing 
  
Since the publishing of the book The Machine that Changed the World 
by Womack, Jones and Roos, (1990), a report sponsored by the 
Massachusetts Institute of Technology, the word lean manufacturing 
has become a household term in the world industry. The system is 
based on reducing defects, reducing inventories, reducing costs – all 
aimed at meeting the customer’s needs. Most companies are on 
continuous improvement programmes: Volkswagen with KPV², Toyota 
with the Toyota Production System, and Delta Motor Corporation with 
the Delta Production System.  In order to be a lean manufacturing plant, 
reduction in waste is required by means of elimination of non-value 
added activities, outsourcing or automation. 
 
The above mentioned ten items are not necessarily in a sequence of 
importance; Johnson and Scoles (1999: 156) state that although the 
organisation will need to achieve a threshold level of competence in all 
 its activities, only some will be core competences. These are the 
competences that underpin the organisation’s ability to outperform 
competition. 
 
If the above are the rules of the game, what are some of the ventures or 
projects that the organisation selected for this study undertook in order 
to become a lean organisation? 
 
4.5 THE ORGANISATION’S POSITIONING 
  
After an in-depth study by the journal FTAuto into the South African 
motor industry, Henry (1998: 17) stated that the South African motor 
vehicle assembly industry grew up largely in an era of strong 
protectionism.  With the economy now steadily opening up to the rigours 
of the world economy, the domestic manufacturing industry had to 
adapt rapidly and change.  He noted that some companies showed 
distinct signs of doing so; others, for a variety of reasons, had yet to 
face up to the challenges ahead. “Industry observers, both inside and 
outside the car companies, all agree that the South African market 
alone cannot support the current number of manufacturers: the maxim 
‘export or die’ could indeed have been written specifically for the South 
African motor sector as it approaches the turn of the century”.  
 
Since its founding in 1987 through the management buy-out from a 
United States car giant, the management of the organisation studied 
realised that things had to change. The way that the Americans steered 
the company was not good enough for the new owners. They embarked 
on various programmes to become a lean enterprise; some of these 
programmes, and their objectives, will be mentioned to indicate that the 
 organisation has had, and is currently still busy with, programmes in 
order to become a lean enterprise.  
 
A number of programmes were identified and implemented by 
management of the organisation selected for this study. These 
programmes are discussed in the following sections (4.5.1 – 4.5.9) 
 
 
4.5.1 Customer Acceptance Rating (CAR) 
 
“Stressing that quality was the concern of everyone including… 
Operators, accountants, secretaries, and engineers…,” a quality training 
programme called CAR was introduced for the training of all employees. 
 
• It represented a quality measurement system that is customer 
driven, measuring results from a sample size of 1000 customers. 
• Employees were measured against their customers expectations. 
(Quality and the C.A.R., January-March 1990: 6) 
 
4.5.2 Total Quality Management (TQM) 
 
The company also embarked on a programme called TQM, for the 
following reasons: 
 
• Quality would be a given, if the 
company was to survive a never-ending improvement in customer 
satisfaction. 
• The TQM journey represented the cost of not producing quality 
the first time every time. (Quality Journey begins, April 1992: 3) 
 
 
 4.5.3 Productivity Improvement and Cost Optimisation System (PICOS) 
 
PICOS was part of a continuous improvement process that was aimed 
at the implementation of lean manufacturing principles. 
 
Its focus areas paid special attention to the supplier-customer 
relationship in: 
 
• Elimination of waste 
• Standardising operations 
• Improving quality 
• Enhancing the work environment for the operators (Early success 
for PICOS workshops, October 1992: 3). 
 
Some of the actual activities that formed part of this project, with the 
main driver the elimination of all forms of waste, were: 
 
• Equipment rearrangement 
• One-piece flow process 
• Fixture modifications 
• Housekeeping and safety improvements 
• Ergonomics 
• Reduced in-process material 
• Promoting quality (PICOS Revisited, September 1993: 7). 
 
4.5.4 Delta Quality Network (DQN) 
 
The organisation selected for this study’s board of directors established 
a Quality Improvement Team (QIT) to manage the quality improvement 
process, called Delta Quality Network. The portfolios that were held by 
senior managers were: 
  
• Education 
• Measurement 
• Cost of quality 
• Corrective action 
• Zero defects planning 
• Error cause removal 
• Recognition 
• Quality councils 
• Quality awareness 
• Management commitment (Meet our QIT team, September 1993: 
3) 
 
The DQN had various sub-programmes associated with it.   It started off 
with the establishment of Corrective Action Teams that were formed to 
correct Product Of Non Conformances (PONC) (Teams focus on the 
reduction of PONC, March 1993: 3).  A set of Corporate Values was 
published to describe the company’s moral principles and to form a 
unique corporate culture. They were: 
 
• Human dignity 
Being fair and honest in all dealings 
Speaking openly and honestly with each other 
Acknowledging the achievements of fellow team members 
Honouring commitments to one another 
Treating employees with dignity as individuals 
Handling conflict situations in a constructive and positive 
manner 
 
 
 • Teamwork 
Participating fully in the team and asking for help if 
necessary 
Involving all employees in discussions and matters which 
will have a direct affect on them 
Recognising that the interests of individual entities are best 
served by serving the interests of the company 
• Encouragement to innovate 
Encouraging personal initiative and new ideas 
Promoting the making of decisions at the lowest level to 
ensure that we act decisively and knowledgeably 
• Continuous improvement 
Focusing on continuous improvement in all we do 
Analysing key work processes and taking corrective action 
Defining work performance standards and monitoring work 
processes through measurement 
Eliminating every form of waste 
• Rewarding partnerships 
Dealing honestly and fairly with dealers and suppliers 
Recognising that we need to work closely with our dealers 
and suppliers towards mutual success 
Assisting our dealers and suppliers in achieving the 
required quality standards 
• Primacy of the customer  
Understanding who our customers are 
Defining and meeting both our internal and external 
customers needs and requirements (Corporate Values, 
March 1994: 2). 
 
 
 4.5.5 Continuous Improvement (Kaizen) 
 
Isuzu Motors of Japan introduced the Kaizen philosophy to the selected 
organisation. An initial pilot study was done and the results were 
impressive - reduction in Defects Per Unit (DPU), reduction in direct 
man-hours per unit and an increase in first pass “OK” rate.  New teams 
were formed that replaced the PICOS teams (see 4.5.3) and their 
members were sent to Japan for training. (Pilot Kaizen targets met on 
Trim Line, August 1995: 2).  The areas that were addressed during the 
Kaizen project were: 
 
• Eliminating all forms of muda (Japanese word for waste) 
• Improving the layout of the assembly line and work stations on 
the line  
• Ensuring that materials were accessible to the operator 
• Co-ordinating the speed of the assembly line with set manpower 
• Level scheduling, in other words, ensuring that the same number 
of units was produced every day 
• Takt time and standardised work. Dawson, G. (1999, March 29) 
Company Intranet [online]. 
 
4.5.6 Quality Network Production System (QNPS) 
 
Following the selected company’s decision to build a new benchmark 
site for its new small motor vehicle, only the best practice in the world 
would be good enough. The decision was made to adopt the production 
system that was used by Opel at Eisenach in Germany for the 
company’s new factory at Struandale in Port Elizabeth. A team was sent 
for training and on their return, trained the team leaders of the new 
facility about the quality-based way of production (On a steep learning 
curve, February 1996: 5). This QNPS way of operating was tried and 
 tested at the pilot plant.  The lessons learned and experience gained 
resulted in the birth of the Delta Production System. 
 
4.5.7 Delta Production System (DPS) 
 
The DPS had seven main elements, namely: 
 
• 5 S :  Sift, Store, Sparkle, Support, Self-discipline 
Sifting means that the employee was encouraged to sort out what 
was needed from what was not needed in the work area, throwing 
unnecessary items away, then storing the tools and parts in their 
right positions and bins. Support, sift, store and sparkle through 
good day-to-day work habits. Self-discipline means that no matter 
how hard it is – that we keep to the routines, rules, standards and 
procedures that we have put in place. 
• Visual Management 
Visual management means having all parts and processes clearly 
labelled so that the process can be effectively managed. 
• Standard operation sheets 
Standard operation sheets assist workers to work the same way 
on every unit. 
• Problem solving 
Equipping the people with the methodology of problem solving in 
their day-to-day work in a step-by-step way that consists of 
• Finding out what the problem is 
• Backing it up with information collected at the work 
station or office 
• Discussing opinions on solving the problem 
• Choosing the best solution 
• Implementing it and making sure that it works 
 
 • Best Practice Materials Management 
This relied on the following components:   
• 2-bin push pull system for small part 
• Kanban for bigger parts 
• Supply inline sequence for sub-assembly suppliers 
 
These rely on Just in time delivery, having the right part, at the 
right place at the right time in the correct quantities. 
 
Some people sarcastically mention that some operations run on a “Just 
in case system”, whereby they store large amounts of stock just in case 
they need it. 
 
• Continuous Improvement 
Make sure that every task carried out contributes value to the 
final product. 
• Total productive maintenance 
Making people responsible through training and supplying them 
with the correct tools to maintain their own equipment. 
• Teamwork 
Without the people all the above will not happen (The Delta 
Production System, 1997). 
 
4.5.8 Lean Materials Management 
 
• To support the application of the “lean manufacturing” concept to 
materials management, a Kanban system of managing assembly 
line side materials or parts was introduced. 
• The implementation of two-bin push-pull system for the supply of 
smaller parts to the line took place. 
 • Some suppliers receive an electronic signal of the sequence of the 
vehicles being built on the production line and then they deliver to 
line side in that particular sequence. 
 
4.5.9 World – Class Information Technology systems 
 
The rollout of a wall-to-wall communication strategy provided every 
office employee with access to e-mail and the Microsoft office suite of 
products. 
An ERP (Enterprise Resource Planning) system called SAP R/3 was 
introduced at the beginning of 1999, with modules addressing the needs 
of the production planning, finance, materials management and projects 
departments. 
 
A world-class award-winning Vehicle Tracking System was introduced 
to give full visibility of all vehicles from the schedule stage to when they 
are shipped to dealers. This visibility enforces very low inventory of 
parts and build-up vehicles. 
 
4.6 HYPOTHESISED CORE COMPETENCE FOR A SOUTH 
AFRICAN MOTOR VEHICLE ASSEMBLER 
 
In the motor vehicle market in South Africa, end products and 
production methods of assembly are very similar.  The difference, 
however, is in how the different manufacturers manage their activities 
and stakeholders and the way they identify current core competences, 
develop new and “sell off” obsolete competences.  With the key success 
factors of the South African motor vehicle assembly industry in mind, 
the following core competences are hypothesised in this study for the 
South African motor vehicle assembler: 
 
 • Must be driven by the lean manufacturing philosophy and no 
compromise for quality. 
• Continuous improvement culture and the ability to implement quick 
changes in reasonable reaction time. 
• Communication at all levels to enable a clear understanding of goals 
and deliverables organisation-wide by all stakeholders. 
• Core products should be developed and effectively marketed with 
efficient after-sale service. 
• A culture of teamwork and empowered stakeholders (especially 
middle management) to make effective decisions continuously.  
• Total logistics optimisation from raw materials to delivery to the 
customer and beyond. 
 
4.7 CONCLUSION 
 
In the early nineties the company identified the need to embark on a 
strategic road to become a lean manufacturer and survive in a 
competitive environment. The ten items that were identified as the core 
competences that are critical for the survival of an automotive 
assembler in Southern Africa are the input from employees in one 
company only. A resource audit was not conducted to determine how 
this specific company utilises or controls its core competences.  
 
The projects mentioned in the latter part of the chapter were all to a 
larger or lesser degree part of the drive to eliminate all forms of non-
value added activities. A fundamental viewpoint was found in Hines 
(1994) suggesting that the deliverables for a lean organisation are 
Quality, Cost, New product development, and Delivery. The main aim, 
however, is to eliminate all forms of waste in these deliverables. 
Because waste exists throughout the enterprise, undertaking projects to 
 eliminate the waste should have a positive impact on the organisation’s 
owner’s equity.  
 
The elimination of waste means that some sort of improvement is 
required, through a change effort. In the automotive industry the blue-
collar labour force forms an integral part of the change efforts. As stated 
in Chapter 1 these efforts are “forced” from the top and “resisted” from 
the bottom (see figure 1.1). This leaves the middle manager 
sandwiched in-between.  It is evident that the role that the middle 
manager plays in the organisation’s quest for lean manufacturing status 
is crucial. In the next chapter the role of the middle manager will be 
discussed. 
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CHAPTER 5 
 
THE ROLE OF MIDDLE MANAGEMENT 
 
5.1 INTRODUCTION 
 
In this chapter the focus will move to the most important “link” within the 
“human ware” and that is the link that middle management form 
between senior management and the operators on the shop floor. The 
researcher will attempt to establish what the middle managers perceive 
as their role in influencing the company’s quest to become a lean 
enterprise. Based on the interviews held with the representatives of 
each division as described in Chapter 1, the middle managers saw their 
role as having seven parts: 
 
• Communicators 
• Vision formulators 
• Motivators 
• Trainers 
• Change agents 
• Continuous improvement facilitators 
• Focus agents 
5.2 COMMUNICATORS 
 
 
With the modern technology available to the organisation the quality, 
speed and cost (paperless nature) of the message conveyed should 
have improved over the more labour-intensive paper system previously 
in place.  This technology is available to all competitors in the market 
place; the strategic advantage is in the cost-effective utilisation thereof: 
  
• In the past, the process of calling a meeting was a stressful and 
time-consuming exercise for the convenor.  He/she needed to 
phone or physically see the required attendee, take four or five 
time slots from each person and then search for an open venue.  
If he was lucky, the times fitted in without problems.  More often 
than not, however, one or two people clashed with all the 
potential time slots and the convenor would need to re-visit 
individuals to negotiate a suitable time.  The meeting was then 
confirmed via phone and an agenda was typed, photocopied and 
then distributed by hand. 
 
• With the latest computer software that is available, a real-time 
comparison of all required attendees and resources (venues) is 
available at once. The arrangement of a meeting has reduced in 
time to the click of a few buttons. 
 
The information technology tools now available within the organisation 
are a key factor for middle management when they arrange meetings to 
communicate upwards and downwards. The use of e-mail to send 
messages through the organisation has increased the time available to 
middle management to do work instead of distributing memoranda and 
sitting in “for information only” meetings. 
 
Most of the programmes undertaken by the organisation described in 
Chapter 4 required a mindset or culture change from the employees.  
The majority of authors who write about change management and 
resistance to change dedicate chapters to this, the most critical part of 
any programme: communication. 
 
 According to the respondents, the lack of various communication media 
caused the following: 
 
• Duplication of effort 
• Lack of co-ordinated activities 
• Distribution of blame / failure  
• Resistance to change 
• Total project overruns on time and budget 
• Reasons for doing a job in a certain way were not communicated 
 
“Without credible communication, and a great deal of it, the hearts and 
minds of the troops are never captured”  (Holbeche, 1998: 47).  
Therefore the volume and quality of information that travels through this 
channel (middle management) is crucial to reduce the amount of 
resistance that is going to be generated and promoting the success of 
the programme.  The words “quality of information” relate to the 
following: 
 
• The optimum medium that is used for the message. 
• Is the message understandable for the target audience? 
• The avoidance of ambiguity in the message. 
• Was the time right for the announcement? 
 
Hodgson and Crainer (1993: 84) indicate that the consequences of 
senior management making changes without consulting the lower and 
middle management to qualify the possible outcome lead to the result 
that numerous lives are lost. The respondents felt that the only way that 
a change can be successful is when all activities are co-ordinated 
through flawless communication between the different functions in the 
organisation. 
 
 5.3 VISION FORMULATORS 
 
The role of middle managers within the organisation is primarily that of 
information carriers. Karp (1996: 6) states that no human being has the 
right to make a unilateral decision that affects the lives of other 
individuals without offering them a voice in that decision. Holbeche 
(1998: 45) confers by stating that middle management should assist in 
the interaction upwards and downwards to formulate a compelling 
vision. This formulation of a compelling vision to unite the company has 
got a limited time frame. The danger of dragging it out to long will have 
the employees beginning to doubt the rationale for the change.  
Questions like ‘why do we need to do this now; it was tried before and it 
did not work then - why will it work now?’ will be asked. Holbeche also 
states that the more stakeholders that are meaningfully involved in the 
vision, the better.  Strategies and plans emanate from the top down and 
proposals and resistance emanate from the bottom upwards (see figure 
1.1). Middle managers also fulfil the role of “filters”, as they are the eyes 
and ears of senior management.  
 
Vision formulation will not be effective if good communication does not 
exist. It is therefore an essential complement to communication, which 
will without a doubt assist in reducing the amount of resistance the 
vision or action plan will attract from the lower level of the organisation. 
 
5.4 MOTIVATORS 
 
Respondents felt that a motivated workforce could move mountains.  
With the factors within the strategic imperatives changing so rapidly, 
motivation of staff is a key indicator to the level of resistance that each 
change is going to attract.  
 
 One of the respondents drew a parallel between the motivation of the 
workforce and that of a rugby team.  If the whole team has the urge to 
win or play well, the team will need to adjust their game plan as the 
strategy of the opposing team changes.   Therefore the pre-match team 
talk needs to spell out the common plan of the whole team.  This 
motivation will assist them to adapt to the changes during the game and 
promote their chances of being the victors. 
 
A train of thought by Ball and Asbury (1990: 93) and Holbeche (1998: 
11) suggests that the focus should move from the motivation actions to 
the elimination of those factors that stand in the way or prohibit 
motivation. 
 
If the people are not motivated, the amount of pressure on the middle 
level manager increases. If there is high motivation, it is easy to 
persuade employees to change.  If there is low motivation, sustained 
high pressure is necessary to facilitate change. The difference between 
the two results is that the one will last much longer than the one that 
was achieved through pressure (see figure 5.1).  
 
Employees who show signs of a lack of motivation are a risk to the 
organisation as they destructively propagate resistance to any change 
programme. This places unnecessary pressure on certain key players in 
strategic positions to contribute above normal performance in order to 
create the counter balance for the resistance.  The key is that if the goal 
is clearly defined and all managers “walk the talk”, the examples that 
are set ease the amount of motivation required by middle management. 
 
 
 
 
 Figure 5.1  MOTIVATION VS. PRESSURE CHART 
 
 
 
 
 
 
 
 
 
 
 
 
Source: The author’s own interpretation based on input from the 
respondents 
5.5 TRAINERS 
 
Kinlaw states that in all his years of work, research and consulting, he 
found that organisations in general do a poor job of development. He 
goes further to say that the only power that can drive continuous 
improvement is the power of knowledge and thought, based on training 
and experience. If a person is performing a job for a few months he will 
be able to improve it - if given a chance (1995: preface). This approach 
is reflected in comments ensuing from other organisations too. One 
chief executive officer commented: “We finally figured out that for every 
pair of hands we hire, we get a brain for free. So why not use it?” 
(Clutterbuck and Kernaghan, 1994: 160). 
 
Respondents felt that training at all levels would benefit the organisation 
and they felt that they had an enormous responsibility to train and be 
trained. 
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 Various levels in the organisation needed specific training designed for 
that particular level, through on-the-job or classroom exercises or self-
study.  The training material needs to be designed around the common 
goal or vision discussed earlier in this chapter.  This will enable middle 
management to use this material to convey a common message that is 
clear and goal-orientated across the organisation. Middle management 
itself needs to be developed formally and informally with regard to 
training and education. 
 
Boyett and Boyett (1998: 41) quote Richard Farson as saying: “Training 
. . . leads to the development of skills and techniques . . . Education, on 
the other hand, leads not to technique but to information and 
knowledge, which in the right hands can lead to understanding, even to 
wisdom.  And wisdom leads to humility, compassion, and respect – 
qualities that are fundamental to effective leadership.  Training makes 
people more alike, because everyone learns the same skills.  
Education, because it involves an examination of one’s personal 
experience in the light of an encounter with ideas, tends to make people 
different from each other”. 
 
The respondents felt that the organisation did not pay enough attention 
to succession planning.  If employees were moved around up-stream 
and down-stream from their sphere of responsibility in a co-ordinated 
manner, the organisation would reap the benefits, as the employees 
became multi-skilled.   
 
The respondents were all in agreement that middle management should 
guide the organisation in identifying key high potential individuals for 
nomination for a programme of advancement. 
 
 
 5.6 CHANGE AGENTS 
 
The project managers in the past had no dedicated personnel to take 
over the control of the change management function.  All respondents 
were in agreement that it is not wise to manage change in this way.  
The project manager should not become tied down with the operation of 
the functions within the project.  The project manager is the conductor 
of his orchestra, not an instrumentalist. 
 
Bennis and Mische (1995: 83) quote Barry Gibbons as saying, “When 
you make a major change, you create a kind of corporate vacuum while 
employees wait to see what happens.  The trick is to fill that vacuum 
with positive ideas before others fill it with negatives.” 
 
All respondents were in agreement that because a change agent or 
change control manager formed part of the last two project 
management teams, which steered major change in the organisation, 
the projects were more easily accepted, although they were the most 
difficult.  These projects were extremely risky; the organisation invested 
large sums of money. These two projects were deemed to be 
successful from the point of view of change control and employee 
participation. 
 
All respondents were in agreement that all people directly or indirectly 
affected by the project were kept informed from beginning to end 
(including the maintenance phases).  Ongoing communication from the 
project team keeps the employee happy and motivated.  The feedback 
communicated from the people to the project team helped the team 
members to understand what the focus areas should be. 
 
 Most projects cannot afford to fall behind due to resistance to change.  
For example; the impact on Year 2000 compliancy programmes might 
be disastrous.  The change management function is most critical to be 
able to balance man, machine and money. 
 
5.7 CONTINUOUS IMPROVEMENT FACILITATORS 
 
Long-term success requires that a company continually seeks new 
ways to differentiate itself from its competitors (Hayes and Pisano, 
1994: 86).  Processes and procedures only bring the organisation in line 
with its competitors.  To be successful, competitive advantage as 
discussed in Chapter 2 is required.  Atkinson (1997: 9) wrote the 
following in his preamble: 
 
“Culture change is the critical ‘business issue’ for organisations as we 
enter the next century.  Imaging what your business could become if 
you knew you couldn’t fail in implementing a strong and healthy culture!  
Now, just take a minute to imagine your business as a successful, 
vibrant, competitive entity run by staff with strong leadership skills who 
have mastered and routinely practice their change management 
capabilities.  It is a common occurrence for staff to work cross-
functionally to prevent problems arising.  Continuous improvement is 
‘business as usual’ for customer service.” 
 
Atkinson (1997: 9) believes that this positive image can become a 
reality for all organisations if the senior managers who run these 
companies understand that change and improvement do not exist by 
accident but by design.  “They need to take ownership of the cultural 
issue.  Planning for a new positive culture begins with confronting the 
core issues facing many businesses.”  
 
 The respondents felt that the current lack of a good suggestion scheme 
within the organisation hampered the number of good-quality 
suggestions that come from the lower levels.  Three years ago the 
organisation had a system whereby an employee could earn a 
maximum of R 5 000 for a good cost-saving idea.  The fact that the 
scheme was not immediately superseded by a new system (design 
under review) resulted in the ideas being withheld. Maccoby (1997: 170) 
states that he once expressed his amazement to a foreman in Toyota 
City, Japan, that so many ideas were generated by workers – on 
average, more than one a week, of which more than 80% were 
adopted. “You in the west have a different view about ideas than we do. 
You are happy when workers are satisfied and there are no complaints. 
For us, every complaint is an opportunity for improvement. We 
encourage people to turn their complaints into ideas,” the foreman said. 
 
All the productivity improvement projects or programmes (discussed in 
the latter part of Chapter 4) that the organisation embarked upon were 
initiated from the top via middle management. 
 
5.8 FOCUS AGENTS 
 
The respondents felt that middle management should be focused on the 
goals of the organisation.  The vision that they assisted in formulating 
should not be changed. If this happens, a breakdown in communication 
will occur and this will result in confusion and a loss of integrity in 
meeting the goals that were set. This is illustrated in figure 5.2. They 
should be guided by those items that the directors choose to be their 
competitive advantage factors in the industry. The two main questions 
that should focus the organisation are: 
 
 
 • what resources do we have and how can we utilise them optimally?  
• what core competences do we have and can we develop more?  
 
Figure 5.2 FOCUS DRIFT DIAGRAM 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Author’s own construction 
 
Figure 5.2 shows the gap “Y” that the lower levels of the organisation 
will follow if the middle management B misinforms them. This 
misinformation is illustrated with the arrow “X”. Middle management 
needs to stay focused on the organisational goals. 
 
Focus from middle management also impacts on the quality of the 
decisions that will be made. Decisions are normally based on 
experiences that an individual or group can draw from, therefore the 
less experience, the higher the risk that the wrong decision will be made 
or the longer it will take before it will be made.  
 
 
 
 
           y 
         
x        
 
 
               A                                         B                    C 
             Directors                                           Middle                 Effect on 
                                                                    Management          lower levels 
G1 
G2 
‘A’ sets the goal and aim for G1. 
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 ‘y” is  the resultant in distance from ‘C’ to G2  the goal that will be 
achieved. 
 
  
According to the respondents the focus of middle management should 
be boosted by freedom to make decisions and tools provided by the 
organisation.  These tools may include the education, training, people, 
money and equipment. The phrase: ‘Let them go to let them grow’ 
illustrates the fact that nothing beats experience. Middle management 
need experience in order to function effectively.  The experimental 
learning cycle that is discussed by Dixon (1994: 32) has the following 
four steps: 
 
• Concrete experience – something happens to the subject. 
• Reflective observation – summarise from his or her view. 
• Abstract conceptualising – making sense of what was experienced. 
• Active experimentation – test out the meaning of what was 
experienced. 
 
If middle managers are not given enough freedom to experience 
decision-making processes, they will actually hold up the process 
because they are inexperienced. The result of that can be disastrous – 
overworked senior management and slow changes. 
 
Experience is therefore a main prerequisite for focused decision-
making. 
5.9 CONCLUSION 
 
In this chapter the goal was to understand what the middle manager 
sees as his or her contribution toward the organisation’s goal to survive 
in South Africa. If one is to compare the seven roles discussed in this 
chapter and categorise them in the POLC management headings it 
should look as follows: 
 − Planning 
 Vision formulators 
− Organising 
 Communicators 
 Trainers 
− Leading 
 Motivators 
 Change agents 
 Continuous Improvement Facilitators 
− Controlling 
 Focus agents 
 
The information gathered during this part of the study revealed that 
middle management had competent philosophies in place but one area 
of concern was the lack in emphasis placed on change resistance. To 
enable the organisation to keep on improving all the time, it needs to 
change all the time.  This results in ongoing resistance if not handled 
professionally.  
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CHAPTER 6 
 
SUMMARY CONCLUSION & RECOMENDATIONS 
 
 
6.1 SUMMARY 
 
In Chapter 1 the research was planned and the problems identified. The 
qualitative research methodology was selected, as the author could not 
derive measurable objectives from the main problem. The primary 
sources of information were interviews with two different levels of 
management within the organisation studied. One group was from 
senior management and the other middle management. The secondary 
study consisted of a literature study using books and periodicals from 
both the Port Elizabeth Technikon libraries as well as the Internet. 
 
In Chapter 2 the concept of core competence was discussed in the 
following areas: 
 
• Definition 
• Competence as roots of competitiveness 
• Value chain as a source of core competence 
• Strategic manufacturing priorities 
• Outsourcing as a framework for core competence 
 
Core competence is defined in this paper as the way a business 
competes so that it generates more value for its customers than its key 
competitors, or generates similar value at less cost or in less time. 
 
 In Chapter 3 an understanding was sought of the term lean 
manufacturing. Items discussed were: 
 
• Related concepts. 
• Principles,  
• Essential characteristics,  
• Performance measure and  
• Lean manufacturing within a generic strategy framework 
• In addition the author looked at why lean manufacturing fails in some 
organisations. 
 
Maccoby’s question (1997) of whether it is not due to the inability of 
management that the rosy picture that the MIT study painted regarding 
lean manufacturing was not always met, was studied. 
 
In Chapter 4 the main problem regarding the core competences within a 
motor vehicle assembler, as well as the projects or programmes that the 
organisation undertook in the quest to become a lean organisation, 
were discussed. 
 
The ten items identified as possible core competence were: 
 
• Alliance with overseas partner 
• Supplier development 
• Labour stability 
• Customer service 
• Cash management 
• Margins 
• Product plan / Dealer network 
• Adaptability / Benchmarking 
 • Information system 
• Lean manufacturing 
 
Chapter 5 dealt with middle management and the role that they 
perceive to have in the quest to become lean. The following list of roles 
was derived from the interviews: 
 
• Communicators 
• Vision formulators 
• Motivators 
• Trainers 
• Change agents 
• Continuous improvement facilitators 
• Focus agents 
 
 
This paper concluded that the following are core competences for a 
South African motor vehicle assembler: 
 
• Must be driven by the lean manufacturing philosophy and not 
compromise on quality. 
• Must exhibit a continuous improvement culture and the ability to 
implement quick changes in reasonable reaction time. 
• Communication at all levels to enable a clear understanding of goals 
and deliverables organisation-wide by all stakeholders. 
• Core products should be developed and effectively marketed with 
efficient after-sale service. 
• A culture of teamwork and empowered stakeholders (especially 
middle management) to make effective decisions continuously.  
 • Total logistics optimisation from raw materials to delivery to the 
customer and beyond. 
 
6.2 CONCLUSION 
 
In conclusion this paper will evaluate lean manufacturing and other 
strategies identified in respect of the selected organisation is in terms of 
the three criteria; suitability, acceptability and feasibility as described by 
Johnson and Scholes (1993: 244 – 246). 
 
6.2.1 Suitability 
 
This is the criterion for assessing the extent to which a proposed 
strategy fits the situation identified and how it would sustain or improve 
the competitive position of the organisation.  According to Johnson and 
Scholes (1993: 245) the following questions need to be answered. 
 
• “Does the strategy exploit the company’s strengths?”  
Yes, considering the selected organisation made use of their 
Japanese technical assistance over a five-year period to 
implement the Kaizen philosophy.  Through that action the 
company cultivated a culture of continuous improvement 
culminating in the Delta Production System (see section 4.5.7). 
 
• How far does the strategy overcome the resource weaknesses and 
environmental threats?  
Considering the increased competition in the value chain of the 
automotive industry, from the sub-supplier raw material 
procurement to the handing over of the motor vehicle to the 
customer after the final 3-year warranty service and beyond, the 
 strategy of lean manufacturing that eliminates all forms of waste 
has great potential to overcome weakness and threats.  This will 
allow the organisation the potential to have a competitive 
advantage and outperform the competitors. 
 
• “Does the strategy fit in with the organisation’s purposes?”  
Yes, the selected organisation has a mission statement that 
reads as follows: ‘To be the leanest, low cost South African 
assembler and distributor of products of world-class quality for 
both domestic and export markets – with world-class service in all 
we do’. 
 
6.2.2 Feasibility 
 
Johnson and Scholes (1993: 245) state that a feasibility assessment of 
the strategy is concerned with whether it can be implemented 
successfully.  The following questions should be asked in respect to the 
timing for the changes. 
 
• “Can the strategy be funded?”  
It seems logical that if waste is eliminated, under normal market 
conditions more disposable income should be generated.  This 
should be set as a target, to only fund the project from “saved” 
money through waste elimination. 
 
• “Is the organisation capable of performing at the required level 
(quality and service)?” 
Yes, but all stakeholders need to continuously improve. This will 
allow the organisation to keep up with the dynamics of the motor 
vehicle assembly industry.  Special focus should be given to the 
 change management skills at all levels, as this might accelerate 
the rate at which the organisation can absorb the changes. 
 
• “Can the necessary market position be achieved?” 
Yes, as marketing within the selected organisation forms part of a 
franchise network, the organisation has limited direct control over 
the marketing skill employed by the franchises.  As per the 
definition of lean manufacturing, the organisation should not only 
focus on waste elimination but product variety, “give the customer 
what he wants”. 
 
• “Can competitive reactions be coped with?”  
Yes. As stated in this paper, the competitors within the motor 
vehicle assembly industry are very similar. Most of them have 
embarked on lean manufacturing strategies.  The company with 
the real competitive advantage is the one that has the least non-
value-added activities in its processes. 
 
• Are the necessary skills available at managerial and operator level?  
Yes, with the training received from Japan and Germany on 
continuous improvement (section 4.4.5 and 4.4.6).  This paper 
states, however, that not enough emphasis is put on the 
development and training of change agents. 
 
• Is the necessary technology available?  
Yes, with the technical backing from the engineers in the source 
plants Brazil, Japan and Germany and highly skilled in-house 
people, this is a definite competitive advantage. 
 
• Can the necessary materials management and services be 
obtained? 
 Yes, a specific focus is put on lean materials management, with 
the introduction of SILS, KANBAN and the two-bin push/pull 
system (see section 4.5.8).  The service levels are acceptable 
within the organisation. An area of concern however, is the CSI 
ratings (section 4.4.4) that fall within the bottom half of the South 
African motor vehicle assembly industry ratings. 
 
6.2.3 Acceptability 
 
Johnson and Scholes (1993: 246) explain that acceptability is 
concerned with what the people might expect from the strategy and that 
the following questions should be asked: 
 
• Will it increase the company’s profitability?  
Yes, elimination of non-value added activities and increases of 
product variety should have a positive impact of the profitability 
on the company. 
 
• “How will the financial risk (liquidity) change?” 
With the reduction in non-value added activities e.g. the reduction 
in inventory levels, the company will be more liquid by having 
“money in the bank and not in the stores”. 
 
• “What will be the effect on capital structure (e.g. gearing or share 
ownerships)?”   
In Chapter 2 of this paper the emphasis of cost advantage by 
doing things “cheaply” is discussed. 
 
• “Will the function of any department, group or individual change 
significantly?”  
 Yes, with the focus on continuous improvement it is inevitable 
that jobs and methods will change continuously as the 
incumbents start to work smarter not harder. 
 
• Will the relationship with external stakeholders change (e.g. 
unions, suppliers, government, and customers)?  
Yes, these are all parts of the value chain which, to a greater or 
lesser degree will be affected. As stated in this paper the 
organisation that can beneficially influence the other “activities” in 
the value chain the best will have a distinct competitive 
advantage. 
 
• “Will the strategy be acceptable in the organisation’s 
environment?”  
Yes, the elimination of waste e.g. steam, coal usage, electricity, 
water will all be positively appreciated by the environment. 
 
6.3 RECOMENDATIONS  
 
The organisation should embark on a resource audit to find out if the 
resources that they have are suitable either as threshold or the core 
competences that were identified. This will assist the organisation in 
determining a strategy of either developing or acquiring those key 
resources that might be lacking.  
 
The involvement of more people from shop floor levels, in the 
formulation of the vision and strategies when an improvement 
programme is started will be critical to counter any resistance that could 
be generated from the lower levels of the organisation.  
 
 The general communication between senior management and middle 
management and the lower level of the organisation needs to be 
cleared from all interference. If any of these three parties plays the 
“game” with a hidden agenda the focus will not be on accomplishing a 
better life for all. 
 
Management, and in particular middle management, must be trained 
and facilitated as change agents. Throughout the study it was clear that 
an organisational endeavour should be focused on these continuous 
improvement programmes with the aim of eliminating all forms of non-
value added activities. All the programmes, no matter what the size, will 
benefit from better change management skills. 
 
This paper concludes that this particular organisation has the required 
skills to be a world leader in low volume automotive assembly. The 
recommendations stated above do not have major time and budget 
implications for successful implementation, but the potential benefit will 
propel it to be a uniquely competent world-class organisation. 
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 ANNEXURE A 
 
Question asked to senior management: 
 
What does a specific motor vehicle assembler need in its strategic 
tool bag in order to survive the next decade? 
 
Question asked to middle management: 
 
What is middle management’s role with regards to the 
organisations strategic objective to be a lean organisation? 
 
